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1. Project and Study Objectives

While Africa has made significant progress in reducing poverty, the continent is yet to fully realize
sustainable development. In order to keep the pace of economic growth, Africa needs to enhance trade
and investment by augmenting productive capacities, expanding exports and boosting investment flows
while ensuring that investment goes to strategic and priority sectors deemed crucial for economic
transformation.

Despite recent economic slowdown,t he Pe o pl e 6 hirkeavii eobtihue t beoafkey player in the
global economy, in particular in South-South trade and investment. China is one of the major trading
partners and source of foreign direct investments (FDIs) for African countries, including the Federal
Democratic Republic of Ethiopia, the Republic of Zambia, the Republic of Mozambique and the Republic of
Kenya.

The CADFund-DFID-ITC Partnership for Investment and Growth in Africa (PIGA) aims to enhance trade
and investment between China and Africa and promote sustainable development in Africa through
addressing the following impediments:

i Lack of information for small and medium-sized enterprises (SMESs) in Africa on market opportunities
and requirements.

Limited capacities of African SMEs to interact with foreign investors.
Limited supply-side capacity of African producers.

1
1
i Regulatory or policy barriers in African countries and/or in export markets.
1

Access to finance 1 investment capital and trade finance for African SMEs.

This study helps fill information gaps on market opportunities by assessing the potential for export growth
and diversification of the four African beneficiary countries in different markets, notably in China, the
European Union (EU) and East Africa. Information on SME participation, job creation and foreign
ownership shares is also considered. Data-based desk research and local stakeholder meetings are the
two pillars of the analysis that aims to inform about possible areas of intervention.

In a first step, quantitative information about trade and market access available from International Trade
Centre (ITC) and in external databases is used to identify a range of existing export products with growth
potential and products for export diversification. Existing export strategies, development plans and projects
implemented in these countries are reviewed to back the analysis and potentially leverage synergies.

In a second step, qualitative information about the structure and performance of the selected sectors and
about their capacity to absorb Chinese investments is collected through meetings with relevant institutions
in the four African countries. The findings serve as a cross-check and validation of the quantitative results
to come to a final classification of sectors with good chances of export success.
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2. Trade Structure and Policy

Before embarking on the identification of sectors with export potential in key markets, this section gives an

overview of the countries6é trade structures, trade pol

2.1. Trade structure

With exports of more than US$ 6 billion, Kenya is the biggest exporter of the four PIGA countries, followed

by Zambia (US$ 5.5 billion), Mozambique (US$ 4.4 billion) and Ethiopia (US$ 3.3 billion).* Partly due to the

sectoral composition, the destinations of these ¢ o0 u n t expodssabe very distinct. More than half of

Zambi abds expordamsd gmorte tChhamad40% of Mozambiqueds export
mar ketsé6 demands for copper FarKdnyaatheuregional market isrverg pect i v
important. The overwhelmingpartof Kenyads r egitlerRapublidof Wganda andsthe Wiitédh

Republic of Tanzania, where it benefits from duty-free market access within the East African Community

(EAC).Et hi opi abds eatepgeographicallyfdiversifidd.lFgur out of its top five export destinations

are on different continents.

Figurel: PI| GA countriesb6 export destinations

3

2.5

US$ billions

15

0.5 -

Ethiopia Kenya Mozambique Zambia

mChina mEU East Africa mRoW

2.1.1. Ethiopia

Ethiopia has a strong agricultural base and, consequently, its exports are dominated by agro-based

sectors. The vegetables sector alone accounts for an export value of US$ 2.3 billion for almost three-

guarters of total exports. Coffee, sesame seeds, cut flowers and pulsesr ank hi gh among Eth
vegetable exports and markets for these products can be found around the world (see annex I).

Live animals, minerals, and precious stones and jewellery are smaller in scale, but have experienced

strong growth over the past five years. Petroleum oil exports in particular have surged after the discovery

of a new oil and gas flow in 2013.2 While the live animal sector (especially bovine animals) is big and

growing, related leather industries have, so far, f ai | ed t o meet the targéts set
2014/15 Growth and Transformation Plan (GTP). Leather exports were planned to reach US$ 221 million,

but currently amount to just less than US$ 100 million.

! Unless otherwise specified, all figures in this report are calculated as five-year averages (20107 2014) of a combination of direct
(reported by the country itself) and mirror (reported by the countr|

2 According to www.oilprice.com/Energy/Crude-Qil/Africas-Next-Oil-Frontier-Ethiopia.html, the commercial value of this source is yet
uncertain.
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Challenge: Ethiopia has failed to raise the share of exports in GDP to 22.5% as targeted in its GTP | plan.

As shown, the economy is strongly focussed on agricultural commodities that are subject to price
fluctuations. Only 14% o-for fllyt phocesspd. Bué ® the napow eXp&t baskee s e mi
and the lack of manufactured exports, price drops cannot be compensated. Accordingly, the GTP Il states

Aii mproving production capacity, utilizing the opportu
manufacturing sector to engage in the production of m
the implementation of GTP |.3

Figure2: Et hi o pi favé expartsertors

0.00 (+18%)
0.00 (+105%)

0.00 (+11%)

u Vegetable products
0.00 (+14%) E Live animals; animal products
u Others
® Mineral products

u Precious stones and jewellery

u Leather and leather products

Note: Values in US$ billion. Annual growth between 2010 and 2014 in brackets.
2.1.2. Kenya

Ke ny admomy is more diversified than any of the other three countriesd6 e ¢ o n d&xports of
vegetable products stand at US$ 2.6 billion, but account for less than half of total exports. Black tea is still
the biggest single export item with US$ 1.2 billion, followed by cut flowers and coffee (see annex Il). Based
on a strong agricultural sector, Kenya has also moved into some processed food and beverages, such as
sugar confectionary, prepared fruits and vegetables, and malt beer.

Other important sectors are chemicals, minerals and textiles. A big chunk of K e n y axpasts fall in the
cat egor y,whiah tomgrises groducts ranging from hides and skins to precious metals.

Challenge: With 37% of all exports being fully processed, Kenya clearly possesses the most sophisticated

export basket among the four countries. Yet, according to the African Transformation Report*and Kenyads
Industrial Transformation Programme, structural change has not taken place at the envisaged speed.

Agriculture still absorbs 70% of the total workforce and the manufacturing base has remained stable at

around 11% of gross domestic product (GDP) over the past decade. Increasing industrial exports is seen

as criti ¢ al for job creation. Kenyads Vision 2030 aims toc
sectorthrough:A 1) boosting | ocal producti on, 2) expanding to
of global mdKleaty adisc h edbmn@tionr Hrogramnie,rpab.)

3 The Second Growth and Transformation Plan 2015/16i 2019/20 (draft document), www.africaintelligence.com/c/dc/LOI/1415/GTP-
I.pdf.
4 African Center for Economic Transformation (ACET) (2014): African Transformation Report i Growth with Depth.
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Figure 3: Ke n y a 6 Bve expgrt sectors

0.00 (+13%)

0.00 (+24%)
m Vegetable products

m Others

0.01 (+4%) = Mineral products
Food; beverage; tobacco

Chemicals

Textiles and textile articles

Note: Values in US$ billion. Annual growth between 2010 and 2014 in brackets.
2.1.3. Mozambique

Since the mid-1990s, Mozambique has turned into a resource-based economy attracting significant foreign
investment. Al umi ni um i s Mozambi queds nWithanexporedbvalteafJS$leAx por t p
billion, it accounts f or more than 30% of t he algomonum exportd lsavetbeen a | exp
declining over the past five years, whereas mineral products, in particular coal, have been on the rise.

Another emerging sector is precious stones and jewellery, increasingly sold to Chinese, American and

European customers (see annex Ill).

Tobacco generates most export revenues among the products that are not directly relying on natural
resources. A few vegetable products, like sesame seeds, bananas and sunflower seeds, have seen very
fast export growth between 2010 and 2014.

Challenge: The increasing concentration on mineral-based exports is both a blessing and a curse for the
country. On the one hand, it attracts significant foreign investment and is a major source of tax revenue to
the government; on the other hand, it may entail an appreciation of the exchange rate, thereby hampering
the competitiveness of other sectors that are more likely to generate employment and inclusive growth.®
Given its geographic location and abundance in natural resources, Mozambique has a wide range of
opportunities to grow and diversify its exports. Currently, less than 6% of all exports are in finished
products. This share could be increased if Mozambigue manages to engage in greater processing of its
fishery and other agricultural produce and to link its natural resources to light manufacturing. For this to
happen, challenges such as limited technical skills and lack of sustainable foreign investment need to be
overcome.

5 DFID (2015): Mozambique: Inclusive Growth Diagnostics.
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Figure 4: Mo z a mb i g u 8v@ sxpdrtesectors

0.00 (+25%)

0.00 (+156%)

m Others

® Mineral products

m Precious stones and jewellery
= Food; beverage; tobacco

= Metals

Wood and wood products

Note: Values in US$ billion. Annual growth between 2010 and 2014 in brackets.

2.1.4. Zambia

Even more than Mozambique, Za mb i a 6 s is domimatech y natural resources, first and foremost
copper. Copper and copper-based products account for more than 85% of total exports and have been
growing at an annual rate of 2% for the past five years. Precious stones and jewellery, another highly
resource-based sector, experienced faster growth and has, therefore, gained import ance i n

export basket. Other sectors with significant contributions to export revenues are tobacco, sugar and
cotton.Mai ze, fl owers and other ores

Challenge: Despite government attempts
reliant on copper exports. This makes the country vulnerable to price shocks. Options t o expand
export basket can be found downstream or upstream the copper value chain and in agro-based articles like
sugar or cotton. The Diagnostic Trade Integration Study (DTIS) suggests that the regional market could
play a central role for export diversification to materialize. Bordering eight countries, Zambia has the
possibility to emerge as a regional trade hub. However, this would require the reduction of trade costs that

compl ement Zambi

to promote di

are, according to the interviewed stakeholders, currently hindering greater exports.
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2.2. Preferential tariff regimes and trade agreements

Ethiopia, Mozambique and Zambia are least developed countries (LDCs), making them eligible to
preferential market access conditions in many advanced economies. The EU, for instance, grants full duty-
free quota-free (DFQF) access to all exports from LDCs under the Everything But Arms (EBA) initiative.
China offers unilateral preferences to 40 LDCs, amongst which are the three African LDCs, Ethiopia,
Mozambique and Zambia. China extended its DFQF scheme to cover 95% of all tariff lines in 2013.5
Coverage reached 97% by the end of 2015.7

Other major developed countries also provide LDCs with preferential market access. According to a study
by UNCTAD, 89.5% of the value of LDC exports to developed countries was duty-free in 2014.2 What
matters, however, are not the applied tariffs, but the preferential margins; thus, the difference between the
tariff rates faced by LDCs and those faced by their competitors. While the relative positioning of LDCs has
improved over the past years, new trade agreements agreed among more developed economies, like the
Transatlantic Trade and Investment Partnership (TTIP), could, in the future, lead to an erosion of
preferences.

Kenyads situation as a ddranetheoopd of the tlree WDGs.rOn thé €hineké
market, Kenya faces most-favoured-nation (MFN) tariffs, putting the country in a disadvantaged position
compared to other suppliers that have concluded preferential trade deals. In the EU market, Kenya enjoys
preferential treatment under the Economic Partnership Agreement (EPA) that was signed in January 2015.
Most other developed countries grant Generalized Scheme of Preferences (GSP) preferences to Kenya
and the country additionally enjoys duty-free access of its textile products to the United States of America
under the African Growth and Opportunity Act (AGOA). Like the three LDCs, Kenya could see its
preferences eroding in light of new bilateral and regional agreements. Where the country faces tariffs, it
could even be confronted with a tariff disadvantage in the future.

All four PIGA countries are also involved in a number of regional agreements. Ethiopia, Kenya and Zambia
are Common Market for Eastern and Southern Africa (COMESA) members, but only Kenya and Zambia
are also parties to the free trade agreement (FTA) that has eliminated customs tariffs and aims to abolish
other quantitative restrictions and non-tariff barriers (NTBs) as well. The East African Community (EAC), of
which Kenya is a part, goes one step further with the establishment of a common market for goods, labour
and capital. Mozambique and Zambia, finally, are members of the South African Development Community
(SADC), a free trade area encompassing 12 countries. To deal with problems stemming from overlapping
membership, there are plans to unite COMESA, EAC and SADC members into a single continental free
trade area (CFTA) by 2018. While a number of policies have aimed to reduce trade frictions, intraregional
trade flows remain very small.

2.3. Existing ITC projects and national development plans

Priority products and sectors for possible PIGA intervention will be selected in close coordination with
existing programmes in the four countries to further enhance effectiveness and efficiency.

ITC is already active in the region and has experience in South-South trade promotion: the Supporting
Indian Trade and Investment for Africa (SITA) project aims to increase the value of business transactions
between the Republic of India and selected East African countries (Ethiopia, Kenya, the Republic of
Rwanda, Uganda and the United Republic of Tanzania), with the ultimate objective to create jobs and
income opportunities for people in East Africa. Synergies will also be created with other ITC projects in
Mozambique, Kenya, Zambia and Ethiopia, such as the Promoting East African Trade project funded by
Finland (Zambia is a beneficiary), the NTF-III project in Kenya and the Ethical Fashion, Women and Trade
and natural gums and resins projects in Ethiopia. Table 1 gives an overview of recent initiatives.

5 WTO (2014): Duty-Free and Quota-Free Market Access for Least Developed Countries.

fferen

"Announcement by Chinabds Pr es i d-African S¥mmit. JSSeen pmwnigsd.ochibbridges-rews/aridlgesA s i a n

africa/news/china-extends-97-percent-dfgf-treatment-for-ldc-imports.

8 UNCTAD (2015): Improving Market Access for the Least Developed Countries in the 2030 Agenda for Sustainable Development,
Policy Brief No. 6, http://www.unctad.org/en/PublicationsLibrary/presspb2015d11 en.pdf.
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Table 1: Overview of priority sectors in ITC projects

1 1
2
3
4 4
4 5.4 5 5
3
24
1 1

Notes: Shaded cells indicate ITC activities in the country-sector. The respective projects are: * Ethical Fashion. 2 NTF lIl. 3 Promoting
intraregional trade in East Africa. 4 SITA. ® Trade promotion and value-addition for African cotton. ® Business Development: Inclusive
value chain development of the natural gum and resins in Ethiopia.

Existing national development plans often prioritize sectors for government support. If ITC plans
interventions in one of these sectors, synergies could be leveraged. Table 2 gives an overview of the
sectors selected in recent strategic documents.

Table 2: Overview of priority sectors in national development plans

No commonly referred to strategy document
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Sugar

Tea

Textile

Note: Shaded cells indicate that the sector has been prioritized in the respective national development agenda of the country.
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3. Methodology

The categorization of products with potential and for diversification will rely on | TC6s export
produ

assessment methodology. This methodology has been developedtos pot a countryéds
with export potential in existing or new markets, based on detailed trade and market access statistics. It is
applied to identify, for each beneficiary country of the PIGA project, high potential export products and
diversification opportunities in the world market, as well as in the EU, the Chinese and the East African®
regional market.

3.1. Data

All export potential calculations in this study are done at a fine level of product aggregation, based on the
six-digit level of the Harmonized System (HS) classification. In a few cases where products have been
subject to revision changes, we work with product groups that encompass several HS six-digit items. To
improve the exposition of results, we aggregate computed potentials ex post for all non-agricultural items
(results for agricultural products are presented at the finest level of detail). While we generally sum up
results at the four-digit level, we present our findings for apparel at the two-digit level, as a finer
disaggregation does not allow differentiating products in a meaningful way.® These results are matched to
HS section-based value chains to inform about the possibility of broader interventions at the sector level.
Note that natural resources, health-damaging products and waste products are excluded from the analyses
even though they can sometimes account for Ma | ar

ge

p oI

s h

The source of all the trade data used in export pote nt i al as s es s irade tMap.??iVarious T C0 s

measures ensure that unreliable data reports do not distort results. First, the indicators are based on five-
year averages (20101 2014). All products must be exported at least in the three most recent years and
imported in all five years to ensure that only continuously supplied and demanded products are suggested
as potential areas for PIGA interventions. Second, a mix of the direct (as reported by the country itself) and

the mirror (as reported by the <count firyedexpott andighportpar t n e

values. Third, a thorough reliability check identifies and disposes of unreliable reporters whose reported

trade flows are not used in the analyses. In cases wherea countryds reports systen

those of its trade partners, only mirror statistics are used.'?

Tari ff dat a i sMatket Raass Map. Alhhother HaEabcemes from external data sources. For
an overview, please refer to the annex.

3.2. Export Potential Indicator (EPI): Growing your current exports

The EPI identifies products in which the exporting country has already proven to be internationally
competitive and that have good prospects of export success in a given target market. It is based on an
assessment of supply, demand and market access conditions.

While all the calculations are done at the finest level i i.e. by exporting country, product and target market
T results can eventually be aggregated to find EXPORT POTENTIAL of sectors or regions. This will also
allow us to identify the sectors that offer the best opportunities globally to an exporting country or that offer
the best opportunities in intraregional trade, like in East Africa.

Supply conditions are measured through a set of indicators, namely:

® The Republic of Angola, the Republic of Botswana, the Republic of Burundi, the Democratic Republic of the Congo, the Republic of
Djibouti, the State of Eritrea, Ethiopia, Kenya, the Kingdom of Lesotho, the Republic of Malawi, Mozambique, the Republic of
Namibia, Rwanda, the Federal Republic of Somalia, the Republic of South Africa, the Republic of South Sudan and the Republic of
North Sudan, the Kingdom of Swaziland, the United Republic of Tanzania, Uganda, Zambia and the Republic of Zimbabwe.

12 This obviously may indicate a large potential for apparel that is, in fact, driven by very few sub-products. However, since production
techniques are similar, we believe this loss of detail can be justified for the sake of conciseness.

11 For instance, tobacco is excluded from the analysis even though the productaccount s for 7. 6% of Mozambi que

and ammunition are also excluded. Disregarded natural resources fall into chapters 251 28 and chapter 71 of the HS classification.
Waste products belong to a wide range of sectors and are identified through the product description.

ZAnnual data in | TC6s Trade Map comes from UN6és Comtrade database.

13 Annex V gives an overview of the source of trade data used for each PIGA country.
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i Revealed comparative advantage (RCA): In which products is the country competitive compared
with other countries in the world?

i Dynamic comparative advantage: In which products has the country recently become competitive?

The dynamic RCA is corrected for re-exports and global tariff conditions that could distort a country®
supply capacity as frevealedoby trade data. Re-exports, for instance, are included in trade statistics even
though they do not indicate any production capacity. Dynamic RCAs are, therefore, adjusted to the extent
to which imports exceed exports of the product.* In the same vein, globally favourable market access
conditions stimulate exports, but do not necessarily point to high competitiveness. Corrected comparative
advantages account for this.

Demand conditions are measured through:
i Demand share of a product: Which products are highly demanded by the market?
i Dynamic demand share: Which products have recently experienced a relative increase in demand?

The demand analysis is corrected for tariff conditions in the target market and demand sensitivity that
could affect the market's demand for a product from a given exporter. For instance, even if a target market
shows high and growing imports for a certain product, unfavourable tariff conditions (i.e. a high tariff
applied to a PIGA exporter compared to the tariffs applied to its competitors) will lower the potential of that
given exporter to sell the product in this specific target market. Likewise, if the product is sensitive to
distance (e.g. because it is perishable) and the exporter is located far from the target market, bilateral
demand potential will be downgraded even though demand and demand growth seemed promising.

Combining the dynamic and corrected supply and demand shares gives the potential share of a product in
the exports from a country to a given target market. Total expected bilateral exports (reflecting common
language, shared border, cultural ties or diasporas) are used to convert these shares into potential values.
The comparison of potential with actual exports reveals how much more of a product could be exported
given the current supply and demand conditions, and can help guide the activities of trade advisors.

Final export potential indicators

i Potential export value: The potential value at which a country can export its products to a certain
target market given its current supply capacities, and the ta
access conditions. Note that an increase of production capacities, for example, as a result of
foreign direct investment (FDI), will increase this potential export value.

i Unrealized potential: The gap between actual exports and current potential exports. Reasons for
unrealized potentials include lack of information about or difficulties in meeting consumer
preferences in the target market, lack of information about or difficulties in meeting market
regulations, lack of business contacts or of knowledge about distribution channels, and mismatch
of supplied and demanded varieties.

3.3. Product Diversification Indicator (PDI): Diversifying into new products

The PDI is particularly useful for countries with a limited range of exported products. Since these are often
agricultural commodities or natural resources subject to price shocks, the identification of additional export
products with good prospects of export success can help broaden the export base and be key to securing
sustainable export revenues.

Supply conditions are approximated through:

i Relatedness of products fi n s p dreesh-c al | padiuct fepaceod Cc 0 AScemgbles the
identification of p r to gradade $or eixpora lased onehe fntUitive islea hate 0
products that are often jointly exported by countries require similar production capabilities and

14 Note that the export-import ratio can help downgrade the export potential of products that are deemed crucial for food security in a
country. Ethiopia, for instance, has a small RCA in wheat, which would normally indicate that the country has some potential to export
the product. Due to the fact that imports are more than 10 times higher than exports, the product gets strongly downgraded,
minimizing the calculated export potential despite large and growing demand in many world regions.

15 Hidalgo, C., Klinger, B., Barabasi, A.L. and Hausmann, R. (2007), The product space conditions the development of nations,
Science 317, 4821 487.

10
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resource endowments. By using information on export connections from all countries worldwide, an
outcome-based measure of the country& ability to diversify into new products can be calculated.
These new products are given a Aproximityo score.

i Filters accounting for certain geographic conditions (e.g. availability of sea access or climatic zones)
of the country that might be incompatible with producing the suggested items for diversification.

Filteredpr oxi mity scores (t merodiatshaeecombinen with ¢ha saime dereand-salé
(size, growth and accessibility) indicators that are used in the EPI to create a unique ranking of
diversification opportunities with good chances of export success in a given target market.

Final product diversification indicators

i Related diversification options: Li st ed products are #Awithin
countcurrgmbsupply capacities (measured as the r €
current export basket and corrected using land endowment and sea access filters). The tables
al so show the target mar ket ds demand and mar
instance, through Greenfield FDI, can trigger new supply capacities unrelated to the coun't
current export basket.

i FDI-triggered diversification options: | nst ead of using the PI GA
indication of which products would be feasi
capabilities (measured through i t s RCAs) are combined with t
market access conditions. This will indicate products for diversification that benefit from the export
experience of the investor (China) and the tariff conditions the target markets (EU and East Africa)
grant to the PIGA countries, as well as their sometimes more favourable geographical position to
serve these markets.

3.4. Additional indicators

The export sectors with potential or for diversification may be very different in terms of ownership structure,
company size or employment prospects (for women) 1 aspects crucial to the PIGA project. Additional
indicators measure the:

Share of exporting firms,

1

i SME prominence,6

i Female labour participation,
1

Employment growth,
1 Share of foreign ownership.

The World Bank provides the data to calculate these indicators at the two-digit level of the International

Standard Industrial Classification (ISIC) classification, which is much broader than the HS six-digit-based

product groups used for the export potential assessment. Furthermore, the dataset covers manufacturing

and services, but neither agriculturen or mi ni ng, which account for the big
current export supply. Finally, the surveys date back to 2015 for Ethiopia, 2013 for Kenya and Zambia and

2007 for Mozambique. For all these reasons, reported figures should just be considered as a rough

illustration of the situation. Where available, the information is complemented by data from national

sources.

3.5. Qualitative information

ITC6s export pot e nadata-based appreashsarckassify pronsising products and sectors. It
abstracts from intangible or unmeasurable factors that should be considered when selecting products and
sectors for trade development programmes, such as existing national development plans or sector
strategies that would allow leveraging synergies. Export potential assessments also do not account for the

16 SMEs are defined as companies employing less than 100 people full-time.

11
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costs related to export promotion activities. These factors, however, may influence the ffeasibilityo of
exporting (more of) certain products to a particular target market. Therefore, desk research and
discussions with local stakeholders complement the quantitative assessment.

Two missions were organized between February and March 2016 to validate and expand on the initial
findings, visiting all four countries and holding semi-structured interviews with relevant public and private
sector organizations. The interviews were designed to help provide a more complete view about the
preselected sectors, to discard any that would not qualify once more qualitative information was reviewed,
and identify any additional products, sectors and value chains that might not have been captured, but were
considered priority sectors for each of these countries.

Selected sectors were cross-checked against:

i Priorities set in existing development plans, projects and national export strategies,

1 Production capacities and trends, including potentials to attract foreign investment,

i Industry structure, including the number and types of companies,

i Bottlenecks such as resource availability, infrastructure, market regulations and procedures.

Please refer to annex VI for a summary of the interviews conducted in each country. Table 3 gives an
overview of the institutions interviewed.

Table 3: Overview of institutions met

Ethiopia

Kenya

Mozambique

Zambia

9 Ministry of Trade i
export research and
promotion

1 Ethiopian Investment
Commission i (1)
Leather and textile
project, and (2)
Agriculture section

1 Ethiopia Chamber of
Commerce and Sector
Associations

1 Local entrepreneur

9 SITA national
coordinator

9 Kenya Investment
Authority

1 Kenya Private Sector
Alliance (KEPSA)

9 African Cotton and
Textiles Industries
Federation (ACTIF)

1 Ministry of
Industrialization and
Enterprise
Development i textile
value chain

9 Leather Development
Council

i Centro Promocao
Investimento (CPI)

9 Centro de Promocé&o
da Agricultura
(CEPAGRI)

9 Confederation of
Trade Associations
(CTA)

9 DFID Mozambique

1 Instituto de Promocéao
de Exportacao

9 Gabinete das Zonas
Econdémicas de
Desenvolvimento
Acelerado (GAZEDA)

9 Zambia Development
Agency T (1) Export
development, and (2)
Business development

1 Ministry of Commerce,
Trade and Industry

9 Zambia Association of
Manufacturers

9 Zambia Chamber of
Commerce

12
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4.

Results

This section summarizes results from the quantitative export potential analysis and the qualitative
interviews. For each country and sector, the major products with export potential and related diversification
opportunities are highlighted. The section also shows interesting diversification opportunities unrelated to

t he

1.

¢ @ aurrdntreyp6rts made feasible through Chinese investment. The tables present:

Exported products with potential: These are products with a total export potential to the world of at
least US$ 1 million. Along with the total export potential, the export potential and the degree of
unused potential in each target market is shown.

Related products for export diversification: These are products belonging to sectors with export
potential. They are not or only hardly exported so far (they account for less than 0.5% of all
exports),butar e Awithin reacho given the countryods

New sectors with export potential (in the EU and regional market): These are products potentially
attractive for Chinese investment, as they have high demand potential (good demand and market
access conditions) in the EU and in the regional market.

The quantitative analyses are completed by information from desk research and stakeholder consultations
as available. Underlined sectors or products have been emphasized during interviews.

13
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4.1. Ethiopiabs sectors with export potenti al

Inline with Et hi o pi a @&sortcsupply, agrotbased sectors show by far the highest export potential
augmenting to US$ 3.5 billion. Markets for vegetable products can be found anywhere in the world. Live
animals have the best opportunities in Arab and East African markets. While most current potentials relate
to agricultural commodities that may be sensitive in terms of national food security and involve little
domestic value addition, opportunities in agro-processing can be found linked to these sectors, for
instance, along the oilseed value chain.

The EXPORT POTENTIAL for leather and textiles amount to US$ 101 million and US$ 44 million
respectively, and lie mostly in non-regional markets. A | | ot her s escateonellsbélowphatt britn t i a |

could still offer some niche opportunities.

Figure6: Et h i o pighapdtential sectors

All sectors Excl. vegetable products
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Note: The table lists products with a total export potential of more than US$ 1 million.
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4.1.1. Animal-based products

Ethiopia has a large livestock base with 57 million cattle, and 29 million goats and sheep, respectively.?” Accordingly, live animals and animal products are
one of Ethiopiads traditional export sectors. Fol | owi ng lu¢-ddding becaivities infthe leather
sector, which is perceived to have a high, albeit untapped, potential for exports.

Live animals and animal products

Ethiopia possesses significant export potential for live animals, notably to regional markets. Much of the existing potential, however, has been used up. Even
though there is demand and, hence, potential to export live animals also to China and the EU, difficulties to comply with prevailing sanitary measures could
make it unlikely that exporters will actually tap into these opportunities. Among the animal products, goat meat promises the highest potential export revenues.
Almost all exports are currently destined to the United Arab Emirates and the Kingdom of Saudi Arabia. Interesting, even though yet unexplored markets can
also be found in the EU (notably the French Republic), together offering a scope of US$ 4.5 million in additional exports. China has only recently started
importing goat meat and it is not clear yet how sustainable this demand is. Honey is also an interesting option for exports to the EU, confirmed by the
interviewed experts on the ground. Especially the German market, where the current potential for beeswax is already fully used, looks promising for additional
honey exports.

Table4: Et hi o pxp@tédproglucts with potential: Live animals and animal products

) China EU East Africa
Product Total X potentia| « _ ) )
(US$ thousand potential (US$ unused |X potential (US$ unused [X potential (US$ unused
thousand) potential |thousand) potential [thousand) potential
Live bovine animals 146 60  21973® 1009 116308 1009 573600 3%
Goat meat fresh, chilled or frozen 109 63[L b o[l 45068 1009 5508 1009
Sheeps, live 107 88P b b 12258 1009 4 3580 4%
Live animals nes 65 96 6 0898 99%|. 6 803 99% 12 364 17%
Goats, live 64 16 b b 6@ 1009 1142M 279
Sheep carcasses and half carcasses, fresh or chilled 1270 b I:| 593§ 1009 1858 1009
Honey, natural 363 207@ 94l 2127@  87% 810  13%
Beeswax, other insect waxXes an@748per mac ©4@® , 100%f i ned 1656™ no23% col oé 103 1009
Lamb carcasses and half carcasses, fresh or chilled 111 b I:| 4928 99% 8@ 1009

Note: Graphs show sectors with a total export potential of more than US$ 5 million.

17 FAO statistics (2014), available at http://faostat3.fao.org.
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Thanks to the abundance of livestock, plenty of diversification opportunities exist in the sector, wh i ¢ h

seem

feasyo to

reach

able to offer. Yet demand and market access conditions in the three key regions are not equally good. For instance, in the East African market i where many
live animals are sold i Ethiopia faces on average tougher tariff conditions than its competitors. Milk powder is an exception; hence, the overall prospects of
export success are high (rank 30 out of approx. 4,000 products considered for diversification). Since most Ethiopian products enter the European and Chinese
markets duty-free, the country enjoys tariff advantages for many of its animal products. Milk powder and frozen sheep or bovine cuts seem particularly
promising, as demand is also high and growing fast (in the Chinese market).

Table5: Et hi o peladpsoducts for export diversification: Live animals and animal products

gi ven

China EU East Africa

Product Market imports (US  Tariff Market imports (US  Tariff Market imports (US  Applied tariff ang

million) and growtt  adv.* million) and growtt  adv¥ million) and growtt tariff adv.

Bovine edible offal, frozen nes 44 (33%) 11 pp 130 (9%) 0pp 40 (7%) 6% {0 pp)
Bovine cuts boneless, frozen 480 (73% 10 pp 2003 (2%) 19pp 215 (7%) 18% {7 pp)
Sheep cuts, boneless, fresh or chilled 0 ¢46%) 15 pp 249 (2%) 27 pp 0 ¢41%) 23%11 pp)
Sheep cuts, bone in, frozen 499 (43% 6 pp 618 (0%, 28 pp 12 (16%) 35% 41 pp)
Sheep carcasses and half carcasses, frozen 30 (546%. 5 pp 4 (6%) 24 pp 1 €33%) 27% 0 pp)
Goats, live 0 5 pp 3 (1%) Opp 14 (8%) 0% (0 pp
Milk and cream powder unsweetened exceeding 1.5% fat 1916 (22% 4 pp 923 (2%) 0 pp 322 (2%) 5% (10 pp
Sheep cuts, boneless, frozen 24 (26%) 8 pp 452 2%) 32 pp 3 (3%) 36% R pp)
Bovine tongues, edible offal, frozen 0 (17%) 8pp 14 (5%) 0 pp 1 2%) 3% {0 pp)
Lamb carcasses and half carcasses, frozen 18 (301% 4 pp 36 (5%) 21 pp 8 (3%) 39% {38 pp)
Sheep cuts, bone in, fresh or chilled 9(92%) 14 pp 565 (3%) 26 pp 1 (5%) 33% 5 pp)
Bovine cuts boneless, fresh or chilled 23 (18%) 12pp 6575 (6%) 13 pp 19 (2%) 32% {6 pp)
Horse, ass, mlennymeat, fresh, chilled or frozen 3 (8%) 20 pp 352 {3%) 2 pp 1 0% (0 pp
Edible products of animal origin nes 17 2%) 8 pp 32 (6%) 3 pp 1 (39%) 18% {17 pp)
Bovine liversdible offal, frozen 0(58%) 12pp 24 (11%) 0 pp 20 (11%) 20% 4 pp)
Osseirandbones treated with agitlyorkedefatted or simply prepg 0 (88%) 0 pp 31 (7%) 0 pp 0 (47%) 3% {0 pp)

Note: Thetable!l i st s
0% for all products in this table.

products of the sector

that are

Even though not prioritized in the GTP, the live animals sector was considered to have potential by local stakeholders met during the validation mission.
Sheep and goat meat in particular were thought to offer possibilities to upscale production. Interviewees also emphasized specialty honey (organic) and
honey-fermented drinks. The honey sector is composed of smallholders.

Challenges to realize additional exports in live animals and animal products:'®

1 [Inefficiencies in purchasing, poor animal handling and inadequate facilities at the abattoir and export level,

1 Stiff competition from the Federative Republic of Brazil, India, the Islamic Republic of Pakistan, Australia and New Zealand,

1 Animal health, feed and breed need to be improved to increase the productivity of meat, milk, honey and egg.

18 USAID (2013): End Market Analysis of Ethiopian Livestock and Meat and GTP Il (draft).
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Leather and leather products

Since the late 1970s, the Ethiopian Government has banned the exports of raw hides and skins, .
which has successfully encouraged local value addition. Yet, even though Et hi opi ads GT%eCtPrdréf% tified
leather as a national export priority, the growth target of achieving export revenues of US$ 221
million by 2015 has been missed. Current potentials (excluding footwear) are at a similar level to
actual trade and, in line with this, table 6 shows that the current scope to increase leather exports to | Employment growth:* 3%
the big markets in China and Europe is limited (low degrees of unused potentials). Some unused
potential still exists for exporting bovine leather to China and goat leather to individual European
markets. Further opportunities, especially for exports to Europe, exist even higher up the value chain, | Prominence of SMEs:* 55%
e.g. in leather articles, like gloves or leather footwear.

National export priority? Yes
Female labour participation:*  43%

Foreign direct investment:** 89 deals (12 JVs)
In line with quantitative findings, the interviewees perceived the leather sector as an attractive, yet
untapped sector that does have the capacity to ramp up production. Shoe manufacturing in particular
has seen foreign investment inflows, most of which are from China, but also from the United Kingdom | * World Bank enterprise survey (2015). Sample size = 22 firms
of Great Britain and Northern Ireland, India, the Republic of Italy and the United States. Expectations | ¢f | SI C sector fATanning and d
that new industrial parks would further support investment and export development are high. A key | ' Y9929¢€. handbags, saddlery,
challenge lies in the low efficiency that seems related to workforce gualification and commitment, old | ** Ethiopian Investment Commission

machinery and lack of market information.

Share of exporting firms:* 22%

Table6: Et hi o pxp@tédproelucts with potential: Leather and leather products

. China EU East Africa
Total X potenti
Product (US$ thousand X potential (US$ unused  |X potential (US$ unused |X potential (US$ unused
thousand) potential |thousand) potential |thousand) potential

Skins (in the dry state) 12% 468 98%
Hi des and skins (in the dry st308 042%ki ds, w64@h é 99%
Footwear, upper of leather 443™ 74% 850 56%
Raw hides and skins (othes 2 665 712 27% 32 52%

Articles of apparel and clothirB@Gaccess.5;LClof54P/.ather2307ﬂ caddpositi on7@® é 1009
630 5670 45% 2470 16%
3210 1 340 399% 65 78%

Footwear, nes
Raw hides and skins (otheses

Note: The table lists products with a total export potential of more than US$ 1 million.
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Challenges to realize additional exports in leather and leather products:*°

1 Low efficiency due to lacking qualification and commitment, machinery and market information,

1 Shortage of hides and skins, as tanneries prefer to sell semi-processed leather to export markets rather than to local shoemakers.

4.1.2. Vegetable-based products

Besides animal-based products, Ethi opi aés agricul tur al sector €
related products, notably coffee, floriculture, oilseeds, pulses and spices. These offer opportunities
for value addition, for instance, into vegetable oils. Agro-processing has been identified as a priority
in Ethiopiads GTP.

Fruits and vegetables

The | argest part of Ethiopiads fruit and vepg
hence, it is unclear exactly which product is traded. Being landlocked, Ethiopia sells its fresh fruits
and vegetables almost exclusively to neighbouring Somalia and Djibouti, from where they are
shipped further to end markets. Only prepared or preserved fruits are directly exported to the United
Arab Emirates. Whether the potentials in the EU market can be realized will largely depend on the
availability of adequate storage facilities an
comply wit h -tariff meagte€ An altemative strategy would be to strengthen processing
capacities to facilitate deliveries to distant destinations. Dried fruits, like dates, apricots or grapes,

rises a WwWide range of
g@ctor info* .
National export priority? Yes
Employment growth: 2%
Female labour participation: 27%

F prénfinerice of SMEs® ' S g786€ NN O

Foreign ownership share:

Share of exporting firms:

d* Werlg Bank estes
of I SI C s

31%
6%

prise syrvey éZQ}'\/IEQ Sample, $ize = 88 firmg,

ector

AManufacture. of

L)

and prepared pineapples emerge as feasible diversification opportunities that promise export success in world markets. Particularly for prepared pineapples
and pineapple juice, Ethiopia could benefit from a very clear tariff advantage over other suppliers to the EU. FAO data indicates that Ethiopia produces fresh

pineapples in growing quantities.

19 ACET (2014) and stakeholder interviews.
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EXPORT POTENTIAL OF ETHIOPIA, KENYA, MOZAMBIQUE AND ZAMBIA

Table7: Et hi o pxp@tédproglucts with potential: Fruits and vegetables

) China EU East Africa
d Total X potentia _ ) )
Product (US$ thousand]X Potential (US$ unused  [X potential (US$ unused  |X potential (US$ unused
thousand) potential [thousand) potential [thousand) potential
Vegetables nes, fresh or chilled 615 93p 4670 0%l 79 1714 94% 450 694™ 20%
Potatoes, fresh or chilled nes 13976 b b 4 1858 99% 39547 4%
Tomatoes, fresh or chilled 4157 b b 163086 1009 1870 4%
Cranberries and other fr g 3 55§ 1298 1009 2011% 929 7™ 26%
Potatoes seed, fresh or chilled 2782 b b 241@% 1009 332 48%
Bananas and plantains, fresh or dried 2334 o8® 1009 18148 1009 11 25%
Onions and shallots, fresh or chilled 1 86¢ o® 1009 445 97% 80(™ 39%
Cabbage letiuce (head lettuce), fresh or chilled 1419 b b 6068 1009 1180 5%
Oranges, fresh or dried 1 40¢ 64@® 1009 6368 1009 oo™ 29%
Note: The table lists products with a total export potential of more than US$ 1 million.
Table 8: Et hi o pelatdpsoducts for export diversification: Fruits and vegetables
China EU East Africa
Product Market imports (US  Tariff| Market imports (US  Applied tariff (U'\ggrﬁhilgsscgﬁ Applied tariff
million) and growtt  adv.*| million) and growtt  and tariff adv growth and tariff adv

Dates, fresh or dried 4(24%) 15pp 278 (6%) 0% (3 pp 8 (3%) 8% (4 pp
Melons, fresh, other than watermelons 2 (54%) 0 pp 909 (4%) 0% (2 pp 1 (2%) 19% {7 pp)
Pineapples nasw prerpreservedugaredsweetenedpirited or not 12 (20%) 15pp 449 (2%) 0% (12 pp 12(-2%) 44% {18 pp)
Apricots, dried 1(15%) 25pp 190 (3%) 0% (0 pp 1 (5%) 10% (1 pp
Guavas, mangoes and mangosteens, fresh or dried 139 (13%  Opp 672 (11% 0% (0 pp 10 (4%) 11% (21 pp
Manioc (cassava) starch 741 (19%, Opp 36 (5%) 0% (9 pp 10(-2%) 5% {1 pp)
Manioc (cassava), fresh or dried, whether or not sliced or pelleted 1589 (12%, Opp 34 (3%) 0% (1 pp 1 ¢1%) 15% 2 pp)
Grapes, dried 32 (10%) 10pp 946 (2%) 0% (1 pp 3 (8%) 17% (5 pp
Pineapples, fresh or dried 22 (40%) 1pp 1099 (1%) 0% (0 pp 1 (7%) 19% {14 pp)
Grapes, fresh 290 (31%, 4pp 3249 (4%) 0% (1 pp 24 (6%) 12% 44 pp)
Cherries, fresh 265 (50%, 2pp 438 (4%) 0% (1 pp 1 (3%) 12% @ pp)
Arrowroot, salep (yams), etc 3(14%) 1pp 58 (4%) 0% (2 pp 1 (4%) 3% {1pp)
Fruits nes, fresh 758 (23%, Opp 781 (9%) 0% (1 pp 6 (11%) 10% @ pp)
Pineapple juice, unfermented 3(29%) 10pp 436 %) 0% (7 pp 6 (3%) 27%47 pp)
Prunes, dried 7€L%) 22pp 232 (6%) 0% (4 pp 1 (14%) 19% @ pp)
Asparagus, fresh or chilled 0 (42%) 5 pp 383 (6%) 0% (1 pp 1 2%) 16% @ pp)
Orange juicanfermented andt spit, whetheornotsugaregsweetfrozen 115 (5%) 7 pp 767 (1%) 0% (13 pp 2 €17%) 24% 12 pp)
Fresh or dried lemons, limes, and other citrus fruit 15 (37%) 20 pp 1301 (6%) 0% (4 pp 6 (9%) 23% 6 pp)
Auberging&ggplants), fresh or chilled 0(0%) 13pp 272 (3%) 0% (0 pp 0 (9%) 3% {0 pp)
Figs, fresh or dried 3(61%) 30pp 228 (6%) 0% (0 pp 1 (2%) 16% (0 pp
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Peaches, including nectarines, fresh 1(-15%) 10pp 1354 {0%) 0% (0 pp 4 (3%) 13% 6 pp)
Cranberries, bilberries and other fruits of thaggniusnfresh 14 (69%) 1pp 482 (17%. 0% (1 pp 0 (4%) 3% (1 pp
Grape wines nésgl fortandgrape musinfermentday addalc, incontainer 2| 1138%) 1lpp 2525 (6%) 3% (0 pp 62 (6%) 26% 3 pp)
Brussels sprouts, fresh or chilled 0 13 pp 80 (4%) 0% (0 pp 0 (9%) 8% {1 pp)
Coconuts, ndesiccated 62 (30%) Opp 43 (13%) 0% (0 pp 1 (28%) 20% 3 pp)
Watermelons, fresh 27(3%) 0 pp 614 (3%) 0% (0 pp 1 (8%) 16% 16 pp)
Sweet potatoes, fresh or dried, whether or not sliced or pelleted 0 (7%) 3pp 119 (18%; 0% (2 pp 1(11%) 7% {0 pp)
Grapeftruit juice, unfermented 4 (37%) 15pp 210 (0%) 0% (4 pp 3 (1%) 24% 19 pp)
Peelof citrus fruirmelons (watermelons) friesfulrid/pravoreserved 3(23%) 23pp 49 (14%) 0% (0 pp 0 (4%) 7% (1 pp
Coconutglesiccated 8(36%) Opp 234 (16%. 0% (0 pp 12 (18%) 6% (3 pp
Palm hearts negw prepor preservedvhetherrmotsugaregsweet pspiried 0(78%) 2pp 52 (1%) 0% (0 pp 0 (5%) 27% 6 pp)

Note: Thetablel i st s products of the sector that are among the 10% e a sordingtothe giobal diversifibatiog ranke* Applieditarifficount r y 6 s
0% for all products in this table.

Nuts, oilseeds and edible oils

Et hi opiads export potential for sesame seeds is huge. M groveh pbténaahin thisrmhafket.o f al |
Exports to the EU mostly go to Greece, but potential also exists in the Netherlands and in Germany. In East Africa, the Kenyan market offers the best
opportunities. Other oilseeds have comparably lower, yet so far unexploited potentials. Soya beans, for instance, have not yet been sold to China even though

the market for this product is enormous.

Thanks to the extensive production of nuts and oilseeds, Ethiopia is very well-positioned to diversify into edible oils. Different oils rank high among the

products for diversification, some of which i groundnut and sunflower seed oil i are already produced in the country, but not yet exported.2° Palm oil and

virgin olive oil also have good chances of export success, particularly in European markets. Despite this potential for exports, the even local demand is
currently to a |l arge part still me t by i mports. A j oi nt foilseds inddeghaye fakEilite3 , UNI DO
(storage, transportation, post-harvesthand| i ng and packaging), outdated edible oil processing techn
as key challenges that need to be overcome in order to make the sector competitive.?!

Sesame seeds in particular were considered to have high potential during stakeholder consultations. According to the interviewees, sesame seeds are mainly
produced by small, locally owned firms. The strong dependence on the Chinese market was perceived as problematic, as it has exposed exporters to
detrimental price disputes in the past.

20 According to FAO, production of groundnut oil (1,350 tons in 2013) has declined over the past five years, whereas production of sunflower seed oil (1,270 tons in 2013) has increased.
2L www.mdgfund.org/sites/default/files/PS_%20STUDY _%20Ethiopia_%20Edible%200il%20Value%20Chain.pdf.
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Table 9: Et hi o pxp@tédsproelucts with potential: Nuts, oilseeds and edible oils

] China EU East Africa
d Total X potential ) ) _
Product (US$ thousand]X potential (US$ unused  |X potential (US$ unused  |X potential (US$ unused
thousand) potential [thousand) potential [thousand) potential
Sesamum seeds, whether or not broken 911 83 ™ 3894 90 6108 87% 10 6738 69%
Soya beans, whether or not broken 22 92 17 1474 1009 30508 1009 223 2%
Other oilseeds 20918 906 ol 11 3548 83% 4598 97%
Oil -cake and other solid |residB6l9, resda09P ng 0%r om t h &24@x tW0Octi on ofb r é b
Groundnuts, not roasted 335 1130 0% 21228 1009 271@ 93%
Linseed, whether or not broken 197 6950 0% 1151 63% 2@ 1009
Note: The table lists products with a total export potential of more than US$ 1 million.
Table 10: Et hi o pelatrdpsoducts for export diversification: Nuts, oilseeds and edible oils
China EU East Africa
Product Market imports (US  Applied tarifff Market imports (US  Tariff| Market imports (US Appliedtariff
million) and growtt  and tariff adv] million) and growtt  adv* | million) and growtt and tariff adv

Cashew nuts, without shell, fresh or dried 157 (5%) 0% (0 pp 873 (10%  Opp 16 (6%) 1% {0 pp)
Groundnut oil, crude 101 (10% 10% (0 pp 121 {1%) 2 pp 0 (29%) 6% {4 pp)
Cashew nuts, in shell, fresh or dried 3 (50%) 0% (2 pp 12(-14%) 0 pp 1 ¢43%) 6% {0 pp)
Brazil nuts, without shell, fresh or dried 0 (31%) 0% (10 pp 124 (12% O pp 2 (1%) 0% {0 pp)
Coconut (copra)anidits fractions refinbdt not chemically modified 103 (21% 0% (0 pp 322 (6%) 1lpp 9 (55%) 5% {1 pp)
Cottonseeds 64 (27%) 0% (7 pp 76 (1%) Opp 13 (6%) 8% {6 pp)
Coconut (copra) oilde 112 27%) 0% (0 pp 791 (1%) 2pp 3 (5%) 0% (0 pp
Walnuts, fresh or dried, shelled or peeled 23 (15%) 0% (20 pp. 623 (14% 2 pp 1 (8%) 16% (0 pp
Castopilandits fractionsyhetheornot refied, but not chemicaipdified 285 (1%) 0% (10 pp 331 {1%) 1pp 5 (3%) 9% (0 pp
Palm oil and its fractjoeBnedbut not chemically modified 4913 2%) 7% (0 pp 3021 (11% 4 pp 1307 (13%, 11% (1 pp
Nuts nes 100 (33% 0% (16 pp 558 (3%) O pp 13 (5%) 7% {3 pp)
Sunfloweseed or safflower oil, crude 242 (28%. 9% (0 pp 2052 (5%) 1lpp 218 (8%) 7% (7 pp
Palm oil, crude 68 (57%) 9% (0 pp 4302 (2%) 1lpp 344 (11% 0% (0 pp
Almonddresh or drieshelled or peeled 43 (8%) 0% (10 pp 1935 (17%, 1pp 14 (22%) 3% (1 pp
Soyabean ajtrude, whether or not degummed 1409 %) 9% (0 pp 1009 {8%) 1pp 128 %) 6% {3 pp)
Sunflowereed oilcakandottersolid residueshetheornot groundrpellet 0 (6%) 0% (5 pp 1063 (19%, Opp 28 (7%) 6% {1 pp)
Palm nuandkernel oilcalendotlersolid residueshetheornot groundrpellet 58 (19%) 0% (0 pp 485 (11%  Opp 5 (5%) 7% (0 pp
Palm kernel or babassu oil, crude 308 {25%) 0% (0 pp 529 (3%) 4pp 6 (2%) 0% {0 pp)
Pistachios 98 (17%) 0% (5 pp 932 (2%) 1lpp 1 (20%) 3% (0 pp
Almonds in shétesh or dried 18 (6%) 0% (10 pp 52 (15%) 1lpp 1 (19%) 2% (0 pp
Olivespreparedr presersd, otterthan by vinegarazetic aciahotfrozen 2 (15%) 0% (10 pp 731 (4%) Opp 10 (4%) 32% 3 pp)
Soyabean oil and its fractions, refisedot chemically modified 13 (11%) 9% (0 pp 418 {6%) 1pp 391 {7%) 13% 8 pp)
Walnuts in shell, fresh or dried 58 (1%) 0% (25 pp 286 (11% 2 pp 0 (30%) 28% (2 pp
Coconuiindcopra oilcakandottersolid residueshetheornot groundrpellet 19 (1%) 0% (0 pp 10(2%) Opp 0 (50%) 8% {3 pp)
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Vegetable waxexcl triglyceridesshether or natfinedrcoloured 21 (13%) 0% (12 pp 73(9%) Opp 3 (3%) 5% (1 pp
Hazelnuts or filberts in dineth or dried 3 27%) 0% (24 pp 43 (16%) Opp 0 (19%) 18% (0 pp
Sesame aindits fractiongvhetheornot refied, but not chemicaihpdified 7 (14%) 0% (11 pp 46 (12%) 2pp 1 (23%) 10% B pp)
Copra 0 (25%) 0% (3 pp 3 (35%) 0 pp 1 (5%) 2% (0 pp
Palm kernahdbabassu aindtheir fragins refired, but not chemically medlif 222 (73%, 0% (0 pp 271 (10% 6 pp 42 (1%) 1% {0 pp)
Olive oil, virgin 133 (11% 0% (10 pp 2930 (5%) 3pp 26 (5%) 10% 4 pp)
Olivesprovisionally presshbut ot suitableofimmediate consumption 0 (10%) 0% (13 pp 41 (6%) Opp 1 ¢15%) 23% 16 pp)
Olive oil and its fractioefinedbut not chemically modified 12 (9%) 0% (10 pp 451 (6%) 2pp 21(11%) 11% @ pp)
Cottonseed and its fractiefimedbut not chemically modified 0 €30%) 10% (0 pp 7 €17%) 0 pp 19 (9%) 13% 8 pp)
Cottoneed oilcakandotlersolid residueshether or not ground or pellet 3 (6%) 0% (5 pp 6(16%) Opp 35(9%) 5% {4 pp)
Groundnut oilcakedottersolid residueshether or not ground or pellet 10 (8%) 0% (2 pp 16 (12%) 0 pp 0 €16%) 6% {3 pp)

Note: Thetablel i st s products of the sector that ar e aacureentgupglylcapacitied, ®ortedaccording to the giobat diversifibatiog fank € Appltedhtariffic ount r y 6 s
0% for all products in this table.

Challenges to realize additional exports in edible oils:22

1 Low production and poor quality of oilseeds,

1 Inadequate facilities (storage, transportation, post-harvest handling and packaging),
I Outdated edible oil processing technology,
1

Weak business development service providers.
Pulses

Ethiopia exports its pulses to markets around the world. While broad beans are mostly sold to the Republic of the Sudan,?? kidney bean exports go to markets
in Asia (Pakistan, the Republic of Yemen and India), Latin America (the Republic of Nicaragua) and Eastern Europe (the Russian Federation). The potential to
export kidney beans to EU markets stands at US$ 48 million. Italy and the United Kingdom are the largest EU importers of this product, but unrealized
potential also exists in the Netherlands and in France, where current Ethiopian exports are low. In addition, Ethiopia has potential to export chickpeas and
dried pigeon peas, and other leguminous vegetables. While the main markets for these products are found in Pakistan and India, pigeon peas and other
leguminous vegetables are also in high and growing demand in China.

Stakeholder consultations identified market knowledge and entry as the major challenge to further export development. Exporters also seem to have
difficulties in complying with phytosanitary standards in their main markets.

Challenges to realize additional exports in pulses:?

1 Market knowledge and market entry (compliance with phytosanitary standards).

2 FAO, UNIDO and ILO: www.mdgfund.org/sites/default/files/PS_%20STUDY_%20Ethiopia_%20Edible%200il%20Value%20Chain.pdf.
2 The data used in this study refers to the former territory, including what has become the Republic of South Sudan in 2011.
24 Stakeholder interviews.
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Table11: Et h i o pxp@tédsproelucts with potential: Pulses

) China EU East Africa
Total X potential
Product (US$ thousand] X potential (US$ unused  |X potential (US$ unused  [X potential (US$ unused
thousand) potential |thousand) potential |thousand) potential
Kidney beans and white pea beans, dried, shelled, skin 13372 3430 0%(INIBI07» 549 17 183 289
Broad beans and horse beans dried, shelled, skinned, $plitor not 71 51 b 5458 96% 41 942% 38%
Chickpeas, dried, shelled, whether or not skinned or spljt 44 94 108 1009 27578 889 39390 3%
Dried pigeon peas and other leguminous vegetables, shelled 16 05 140080 1009 261 75% 10802 17%
Beans, shelled or unshelled, fresh or chilled 483 b 4 0200 41% 94 48%
Urd, mung, black or green gram4@éans, di8ie dl100W@hel | ed418@ ki 8% ed oé 3520 21%
Lentils dried, shelled, whether or not skinned or split 290 2® 1009 3348 96% 8770 0%
Dried bambara beans, cow peas and other beans, shelled 185 30 0% 324 40% 465 79%

Note: The table lists products with a total export potential of more than US$ 1 million.

Spices

The export potential of spices is low compared to other vegetable-related sectors. Yet Ethiopia has a wide-ranging offer, and the EU market promises
significant untapped opportunities. Ginger, for instance, is currently exported to Yemen, Pakistan, Saudi Arabia and a number of East African markets, but
hardly to Europe despite strong and fast-growing demand, for example, in the Kingdom of the Netherlands, the Federal Republic of Germany and the United
Kingdom. Pepper has an unrealized potential of more than US$ 1.5 million each in the German and Dutch market. The offer may be complemented by other
spices already exported (cumin, coriander and curcuma) or not yet exported, but indicated as feasible (cloves, nutmeg, mace, vanilla, cardamom?> and
saffron). While demand for these other spices is lower, Ethiopia may still benefit from its wide product range once business contacts to big wholesalers and

retailers have been established.

25 According to FAO data, Ethiopia produces cardamom in small, but fast-growing quantities (155 tons in 2013).
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Table12: Et h i o pxp@tédsproelucts with potential: Spices

] China EU East Africa
Product Total X potentia| X ) ) )
(US$ thousand potential (US$ unused |X potential (US$ unused |X potential (US$ unused
thousand) potential [thousand potential [thousand) potential
Ginger 23 080 208 27% 999% 63130 19%)
Pepper of the genus Piperl, excl®p cube b35p8 p Acd i BR258 cI9%U(s heé 9130 10%
Spices nes 342 86@® 1009 4878 82% 909 ™ 25%
Seeds of cumin 303 9o® 1009 389 1009 144 36%
Seeds of coriander 272 17@® 1009 2828 1009 151 51%
Turmeric (curcuma) 268 17@® 1009 6398 99% 1144 82%
Pepper of the genus Piperl, excesl cubeb 638 p AGH crudt3s® o091%gr oé 2800 4%
Note: The table lists products with a total export potential of more than US$ 1 million.
Table 13: Et h i o peladpsoducts for export diversification: Spices
China EU East Africa
Product Market imports (US$ million) a Tariff Market imports (US$ million) a Tariff Market imports (US$ million) a Applied tariff and tarif
growth adv.* growth adv.* growth adv.

Cloves 1 (49%) 0 pp 35 (24%) 1pp 3 (27%) 1% (0 pp
Nutmeg 0 (28%) 0 pp 108 (7%) 0 pp 4 (3%) 1% (0 pp
Mace 0 (8%) 5pp 30 (4%) 0 pp 0 (3%) 1% (2 pp
Vanilla 0 (18%) 2pp 90 (24%) 0 pp 0 (10%) 1% {0 pp)
Cardamom 0 (11%) 0 pp 33 Q%) 0 pp 2 (5%) 0% (11 pp
Saffron 3 (83%) 2 pp 119 {8%) 3 pp 1 8%) 2% {0 pp)
Note: The table lists products of the sectort hat are among the 10% easiest to reach given the countficatidnsankc*Wpplied tariffissuppl y

0% for all products in this table.

Coffee and tea

Ethiopia is the fifth-biggest coffee exporter in the world, selling to markets on all continents. Around one-quarter of total exports go to Germany, followed by
Saudi Arabia, the United States and Japan. With the exception of the Kingdom of Belgium, where an unrealized potential worth almost US$ 100 million
remains untapped, actual exports are close to the levels of their current potentials in European markets. Opportunities outside Europe can be found in East
Africa (Sudan) and China, where coffee demand has clearly been on the rise in recent years.

Experts from the Ministry of Trade see market entry as an important challenge for the coffee sector, which is mainly composed of smallholders. Opportunities
for product diversification exist for roasted or decaffeinated varieties that are less exposed to fluctuating prices, they say. Trade figures, however, are not very

promising: roasted

coffee

exports are stild]l

very | ow

Consequently, current EXPORT POTENTIAL are limited, even though Ethiopia could benefit from its presence in the US market 1 the biggest market for

decaffeinated coffee.
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Table14:Et hi o pxp@tédproelucts with potential: Coffee and tea

] China EU East Africa
Total X potentia|
Product (US$ thousand]X potential (US$ unused |X potential (US$ unused |X potential (US$ unused
thousand) potential |thousand) potential |thousand) potential
Coffee, not roasted, not decaffeinated 925 49 7 1568 71| NSEENE ™ 29% 88 5068 69%
Black tea (fermented) and partly fermented tea in packages >3 kg 2 15§ 419 1009 2698 92% 4488 92%

Note: The table lists products with a total export potential of more than US$ 1 million.

Challenges to realize additional exports in coffee:2¢
1 Market entry,
1 Strengthen production capacities in value-added varieties, like roasted or decaffeinated coffee.

Floriculture

Ethiopia has a big and flourishing flower industry that consists of approximately 90% cut roses. Ethiopia started exporting roses in the mid-2000s and other
flowers in 2010. Exports are predominantly directed to Europe, where the existing potential for cut flowers is almost used up. Some potential for cuttings and
slips remains in the Dutch market. The major challenge, also expressed during stakeholder interviews, is market diversification. So far, hardly explored, but
attractive markets comprise the United States and the Russian Federation. Applied tariffs are 0%; hence, Ethiopian cut flower exporters enjoy a tariff
advantage over their competitors in these markets. The Russian market, for instance, is already served by Kenya, despite the comparably high duty of 27%.
This market also seems attractive in terms of its geographic positioning, as transport logistics requirements should be similar to those for exports to the EU.

According to the Ethiopian Investment Commission, the cut flower industry comprises large firms such as Sher Ethiopia PLC with more than 10, 000
employees, and mid-sized companies of around 2007 300 employees.

Table 15: Et hi o pxp@tédproelucts with potential: Floriculture

] China EU East Africa
Total X potentia|
Product (US$ thousand]X potential (US$ unused |X potential (US$ unused |X potential (US$ unused
thousand) potential [thousand) potential |thousand) potential
Cut flowers and flower buds for bouquets, fresh 199 13p 7848 999/ IINIEA0L D 14% 252 28%
Cuttings and slips, unrooted 56 57D 893@ 949N 49 618D 58% 1 9508 89%

Note: The table lists products with a total export potential of more than US$ 1 million.

2% Stakeholder interviews.
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Table 16: Et hi o pelatedpsoducts for export diversification: Floriculture

China EU East Africa
Product Market imports (US  Tariff Market imports (US ~ Tariff Market imports (US  Applied tariff ang
million) andyrowth adv.* million) and growtt  adv.* million) and growtr tariff adv.
Cut flowemndflower buds for bouquets or ornamental pespbfresh 3(13%) 22pp 336 (6%) 0 pp 3(4%) 24% 6 pp)
rosesgrafted or not 0 (10%) 7 pp 115 (4%) 0 pp 2 (26%) 1% {0 pp)
Bulbstuberscormsetc in growth or in floyeerdchicory plangsdroots 0 (20%) 6 pp 443 (11% 1lpp 1 (1%) 0% {0 pp)
Note: The table lists products ofthes ect or t hat are among the 10% easiest to reach gi ven t hdversificationmtanky*@®gpliedtariffisent suppl
0% for all products in this table.
Other vegetable-based products
A number of other vegetable-based products with export potential exist, amongthemnat ur al gums or medi ci nal pl ants that ¢

pharmaceutical industry, another priority area under the GTP. Only recently, the pharmaceutical sector has received foreign investment from North Africa and
India. According to the Ethiopian Investment Commission, only one (Indian) investment is already operational.

Table 17: Et hi o pxp@tédproelucts with potential: Other vegetable-based products

Product

Total X potential

(US$ thousand]X Potential (US$ unused

thousand)

Grain sorghum

Other medicinal plants
Communion wafer s,
Ligueurs and cordials

Natural gums, resins, gum-resins and balsam, except af

Hop cones, not ground, powdered or pelleted

empty

C

abic gum

ph

China EU East Africa
X potential (US$ unused  |X potential (US$ unused
potential [thousand) potential |[thousand) potential

6670 0% IN2E5 e  63% 267  T7%
1428 9 938 86% 420 38%
3668 1009 911™ 31% 41@ 91%
b 32680 1009 11550 17%
aresl uls nd si63o® pBSEd. ¢é 428 92%
444@ 1009 3508 1009 1450 47%

Note: The table lists products with a total export potential of more than US$ 1 million.
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4.1.3. Cotton and textiles

Ethiopi ads textile industry i s cdtandrendSudan and tbeeab Republic aficgypt.iCrhp cnrat é & Et hi opi ads most
cotton yarn, where demand for raw cotton is huge as well. Ethiopia, however, might be better off fully exploiting the remaining potential for yarn, which gives

room for additional exports worth US$ 6.3 million. Apparel is mainly exported to the EU. Remaining potentials are highest for T-shirt exports to the
Netherlands, France, Belgium or Italy. Manifold diversification options exist. Woven cotton fabrics and carpets are in high demand in the EU, where Ethiopia
enjoys a small tariff advantage over its competitors. Apart from cotton, wool is the most demanded diversification option in China.

Et hi opi ads GTP h a s-intendieeneitilefsdcterds at nhtienallpriotityo The GTP foresees an expansion of production capacity by 90%, leading
to another 40,000 new jobs. Women would benefit from this, as they are well-presented in the sector
(see box).

Sector info
Local stakeholders confirm the existence of silk- and wool-based production. Synthetic fabrics, they
say, play a minor role. Interviewees point out the following bottlenecks to be overcome towards | National export priority? Yes
greater competitiveness: (i) Low productivity due to lacking or old machinery, skills and discipline, (ii) i

Low wages and high labour turnover, (iii) An inadequate energy distribution system, and (iii)) The Employment growth:* "2%(4%)
lack of price information. They perceive natural cotton and textile products as new market trends of | Female labour participation:*  49% (78%)
which Ethiopia could take advantage. While the large foreign investment that has taken place in the

i -k 0, 0,
past (see box) is seen as an opportunity, stronger skill transfer must be ensured for future deals. PramilEree e Shilss Seko (I
Challenges to realize additional exports in cotton and textiles:?” FEEIE Gl s 2R etels (0 Jvis)
i 1 -k 0, 0,
1 Foreign investment to boost productivity (ensure skill transfer), SIS OF X ORIl i 0 @)
. * World Bank enterprise survey (2015). Sample size = 13 (35)
1 High labour turnover, firms of |1SIC sector (WMaafacure afc

wearing apparel; dressing and dyeing of furd ) .

1 Inadequate energy distribution system, o o
** Ethiopian Investment Commission.

1 Lack of price information.

Table 18: Et hi o pxp@tédproelucts with potential: Cotton and textiles

) China EU East Africa
Total X potential ) . .
Product (US$ thousand]X potential (US$ unused |X potential (US$ unused |X potential (US$ unused
|thousand) potential |[thousand) potential |thousand) potential
Articles of apparel, accessories, knit or crochet 21 408 318@ 98 N0 0D 57% 903 419%
Cotton yarn (not sewing thread) 85% or more cotton, ngt retail 17 04 925 649l 1 9658 87% 448 95%
Other made textile articles, sets, worn clothing, etc. 224 26 99%ll 977 60% 108@ 95%
Articles of apparel, accessories, not knit or crochet 148 358 95%ll 6030 49% 698 91%

Note: The table lists products with a total export potential of more than US$ 1 million.

27 Stakeholder interviews.
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Table 19: Et hi o peladpoducts for export diversification: Cotton and textiles

China EU East Africa

Product Market imports (US Appliedtariff Market imports (US  Tariff| Market imports (US Applied tariff ang
million) and growtt and tariff adv million) and growtt adv.*| million) and growtf tariff adv.
Cotton, not carded or combed 7843 3%) 20% (O pp! 485 (0%) 0 pp 96 (2%) 7% {6 pp)
Juteandother textile bdiiregnot flax, true heowwamie), raw,.pr 53 (26%) 0% (0 pp 13 (9%) 0 pp 11 (6%) 1% (21 pp
Yarn of jute or of other textile bast fibres.&hdo 50 (42%) 0% (0 pp 46 (14%) 0 pp 4 (16%) 7% (2 pp
Coconut, abaca, raameother vegetaldieres raw, processed, not sp 198 (12% 0% (3 pp 88 (9%) 0 pp 4 (7%) 0% (0 pp
Carpetaindathertexilefloor cosrirg, wovemot tuftedrflocked 47 (21%) 0% (10 pp| 1377 (2%) 1lpp 43 (8%) 18% (2 pp
Twinecordgandcable, with rublmplastic 53 (4%) 0% (4 pp 618 (6%) 3 pp 57 (6%) 5% {4 pp)
Wool, not carded or combed 2496 (4%) 38% (0 pp, 839 (2%) 0 pp 10 (14%) 0% {0 pp)
Fine or coarse animal hair, not carded or combed 88 (10%) 0% (9 pp 259(-0%) 0 pp 6 (0%) 0% (0 pp
Yarn of other vegetable textile fibres; paper yarn 3 (0%) 0% (6 pp 25 (1%) 1pp 1 (2%) 3% (0 pp
Woven falof cottoriess than 85%ixed with manmade fibre, weight 148 (3%) 0% (4 pp 553 (5%) 2 pp 30 (12%) 14% B pp)
Carpets and other textile floor cokentigd 14 (18%) 0% (10 pp| 523 %) 3 pp 22 (2%) 7% (0 pp
Woven fabrics of jute or of othidehast fibres of hd. 68.03 2 (4%) 0% (3 pp 50 (3%) 3 pp 11 ¢16%) 10% (1 pp
Woven cotton fabrs% or more cottagightnore tha®00 g/th 443 {0%) 0% (0 pp 1451 (1%) 1pp 103 (0%) 19% 12 pp)
Woohkndfine or coarse animal hair, carded or combed 122 (2%) 0% (4 pp 1210 (4%) 1pp 4 (12%) 0% {0 pp)
Yarn of syntstaple fibreot foretail sale 152 {3%) 0% (3 pp 1308 {0%) 1pp 84 (8%) 11% (1 pp
Woven cotton fabrics, 85% or more cotton, weight less tAhan 200 331 {1%) 0% (3 pp 2796 {1%) 4 pp 381 (9%) 15% (8 pp
Woven falof synstape fitre (>85% of suibre, nixed with cotton (wt 69 (3%) 0% (8 pp 477 (2%) 3 pp 65 (2%) 17% (2 pp
Cotton yarn (not sewing thread) for retail sale 7 €32%) 0% (3 pp 107 (2%) 0 pp 7 €10%) 14% 410 pp)
Cotton yarn (not sewing thread) less themti®BYmndorretail 206 (13%; 0%(2 pp) 165 (4%) 1pp 10 (2%) 12% 0 pp)
Woven fab of sytapé fibre(<85% of sudibrg, mixed with cotton)(wt 65 (8%) 0% (9 pp 418 2%) 1pp 137 (5%) 20% (5 pp
Woven fabrics of artificial staple fibres 73 (8%) 0% (12 pp| 647 (6%) 6 pp 71(17%) 13% (10 pp
Woven fabrics of cotton, nes 46 (4%) 0% (12 pp| 248 H6%) 5 pp 23 (5%) 14% (11 pp
Woven fabrics of syfilimyarn (incl. hd rit.04) 1758 2%) 0% (10 pp| 4018 (5%) 2 pp 518 (6% 16% (2 pp
Terry towelling 7 2%) 0% (12 pp| 56 (1%) 1pp 4 (4%) 26% 12 pp)
Silk yarn (other than yarn spun from silk waste) 3 €1%) 0% (5 pp 161 (10%; 1lpp 0 (23%) 0% {0 pp)
Yarn of artstaple fibreot for retail sale 35 (14%) 0% (3 pp 475 3%) 1pp 5 €11%) 16% @ pp)
Woven cottdabrics, less than 85% cottidad mvith manmatibres w 111 6%) 0% (7 pp 479 (0%) 2 pp 36 (6%) 20% 4 pp)
Artificial filarparn, ndor retail sale 68 (6%) 0% (5 pp 334 (2%) 0 pp 3 (6%) 1% (O pp
Woven pilendchenille fabrics 49 (1%) 0%(10 pp), 857 {0%) 3 pp 37 (0%) 11% (11 pp
Flax, raw or procesdmd not spun; flax tow and waste 302 (12% 0% (1 pp 189 (7%) 0 pp 2 (1%) 1% (0 pp

Note: The table lists products of the sector that are among the 10% easiest to reach giventhec ount ry6s current supply capacities, sorted

0% for all products in this table.
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4.1.4. Wood and wood products

Ethiopiad s exports of w cexcldisivedy rdestineduto Suelant évgn though market
opportunities also exist in China and the EU. Sustainability concerns speak against setting up a
commercial industry that would be positioned to serve international markets. It could rather be
advisable to use the available resources to diversify the value chain, for instance, into wood pulp or
wood marqguetry and carpentry, which are also in high demand in China and Europe.

Even though the sector has not been prioritized in the GTP, the interviewed expert from the Chamber
of Commerce and Sector Associations believes Ethiopia has the potential to produce and export
wood furniture. Data from World Bank enterprise surveys (see box) suggests little global exposure of
the wood manufacturing sector so far.

Sector info*

National export priority?

Employment growth:

Female labour participation:

Prominence of SMEs:

Foreign ownership share:

Share of exporting firms:

* World Bank enterprise survey (2015). Sample size = eight
AiManuf ac
wood and cork, except furniture; manufacture of articles of

firms of I SI C

No
-2%
31%
63%
0%
0%

sector

straw and plaiting materialsao
Table20: Et hi o pxp@tédproelucts with potential: Wood and wood products
) China EU East Africa
d Total X potenti i ) ]
Product (US$ thousand]X Potential (US$ unused X potential (US$ unused | X potential (US$ unused
thousand) potential [thousand) potential |thousand) potential
Wood sawn and chipped lengthwise, sliced or peeled 507 [ J 1009 10298 1009 146D 419
Note: The table lists products with a total export potential of more than US$ 1 million.
Table21: Et hi o peladpoducts for export diversification: Wood and wood products
China East Africa
Product Market imports (US ~ Tariff Market imports (US  Tariff Market imports (US  Applied tariff ang
million) and growtl  adv.* million) and growtl  adv.* million) and growtlr tariff adv.

Fuel wood; wood in chips or particles; sawddstas&ndscrap 1066 (15%; 0 pp 3506 (9%) 0 pp 20 (0%) 2% (0 pp
Wood in the rough 7717 (13% 0 pp 4224 (4%) 0 pp 61(27%) 2% {1 pp)
Chemical wood pulp, soda or sulphate, other than dissolving 7747 (7%) 0 pp 11012 %) 0 pp 71 (16%) 2% (0 pp
Wood charcoal (including shell or nut charcoal) 46 (21%) 0 pp 409 (4%) 0 pp 13 (3%) 0% (0 pp
Wood marquetrgdinlaid wood; casketgicases or cutlery of wq 15 (6%) 0 pp 554 (3%) 1pp 11 (4%) 31%8 pp)
Plaitsandsimilar products of plaiting mateais, matting, screen 5 (1%) 2 pp 144 2%) 2 pp 3 €1%) 19% B pp)
Articles of natural cork 10 (6%) 8pp 393 (1%) 0 pp 12 (2%) 0% {0 pp)
Agglomerated carkdarticles of agglomerated cork 23 (2%) 8 pp 471 (0%) 0 pp 5 (1%) 2% (0 pp
Wood wool; wood flour 3 (6%) 3 pp 40 (8%) 0 pp 1 ¢10%) 1% (1 pp
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Mechanicalood pulp 27 (1%) 0 pp 192 {10%) 0 pp 0(57%) 1% {1 pp)
Builde§oinenandcarpentry of wood 46 (19%) 7 pp 5859 (3%) 0 pp 129 (7%) 19% {1 pp)
Natural corkoughly squared or in rectangular blocks or strips| 2 (5%) 8 pp 33 (15%) 0 pp 0 (33%) 3% {2 pp)
Railway or tramway sleefpeosdies) of wood 4 (17%) 0 pp 86 (7%) 0 pp 4 (47%) 5% {5 pp)
Semichemical wood pulp 764 {0%) 0 pp 342 (2%) 0 pp 1 ¢16%) 0% (0 pp
Natural cork, waste cork; crughallated or ground cork 8 (6%) 1lpp 148 (6%) 0 pp 0 (62%) 6% {6 pp)

Note: Thetablel i st s products of the sector that are among the 10% e a sordingtothe globat diversifibatiog rankeAppliedtaiffic ount ry d s
0% for all products in this table.

4.1.5. Chemicals

Chemicals, especially fertilizers, soap and detergent, have been prioritized under the GTP. The
objective is to build up sufficient production capacities to satisfy local demand and substitute imports.
The only chemical product with significant existing export potential is hair preparations. Exports have
mostly gone to Sudan in the past. Potentials to export to other markets are limited, as the biggest
importers of the product (the United States, United Kingdom and Germany) tend to purchase from | Employment growth:* 12%
nearby suppliers.

Sector info

National export priority? Yes

Female labour participation:*  33%
According to_ the_ Ethiopian Investment_Comm|SS|on, the sector has recelve(_j FDI from_ China, India Prominence of SMEs:* 14%
and Europe in different branches, ranging from soap and detergent to chemicals used in the leather
and construction industries. Among the identified diversification options, demand is largest for | Foreign direct investment:** 33 deals (9 JVs)

organic chemicals, in China and the EU alike. Share of exporting firms:* 20

* World Bank enterprise survey (2015). Sample size = 14 firms
of I SI C sector AManufacture
productso

** Ethiopian Investment Commission.

Table22: Et hi o pxp@tédsproelucts with potential: Chemicals

i China EU East Africa
Total X potentia| ) ) )
Product (US$ thousand]X potential (US$ unused |X potential (US$ unused |X potential (US$ unused
thousand) potential [thousand potential [thousand) potential
Hair preparations 1 26( 31@ 1009 L 94% 96(™ 37%

Note: The table lists products with a total export potential of more than US$ 1 million.
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Table23: Et h i o pelatedpsoducts for export diversification: Chemicals

China EU East Africa

Product Market imports (US Appliedtariff Market imports (US  Tariff| Market imports (US Applied tariff
million) and growtf and tariff adv million) and growtt  adv.*| million) and growtt  and tariff adv
Vegetable tanning extracts; teammikiseir salts 34 (7%) 0% (6 pp 97 (3%) lpp 3 (4%) 2% {0 pp)
Casein, caseinates and other casein derivatives and glues 117 (23% 0% (2 pp 911 (7%) lpp 28 (9%) 0% (0 pp
Mineral or chemical fertilizers, potassic 2155 (7%) 0% (2 pp 2171 %) 0 pp 163 (5%) 0% {0 pp)
Essential oils; resinoids; terpgpioductsetc 221 (14%. 0% (12 pp 1388 (5%) 2 pp 41 (7%) 4% {1 pp)
Heterocyclic compounds with nitrogerabt@t&raucleic acatwtheié 2228 {8%) 9% (0 pp 21407 (4%) 0 pp 120 (2%) 1% (O pp
Mixed alkylbenzeresimixed alkylaphthalenes, nes 46 (4%) 0% (6 pp 482 (2%) 1pp 107 (5%) 0% (0 pp
Mineral or chemical fertilizers, phosphatic 14 (9%) 0% (1 pp 418 {0%) 0 pp 35 (10%) 0% {0 pp)
Sulphonamides 115 (16% 0% (6 pp 3142 (8%) 2 pp 16 (1%) 1% (0 pp
Oxygetfunctiomminecompounds 349 (1%) 0% (6 pp 7374 (5%) 5 pp 82 (7%) 0% (0 pp
Acyclic alcohols and their derivatives 12151 (1%) 4% {0 pp) 9440 (4%) 2 pp 185 (5%) 1% {0 pp)
Ethers, ethatcohols, ethphenolsandperoxideandtheirderivatives 1489 (1%) 0% (5 pp 5599 (2%) 2 pp 59 (1%) 0% {0 pp)
Cyclic alcohdsdtheir derivatives 274 (13%. 0% (5 pp 554 (6%) 4 pp 7 (4%) 0% {0 pp)
Mixtures alfitrogen, phosphorous or potassium fertilizers 838 (3%) 50% (0 pp 4687 (6%) 2 pp 646 (4%) 1% {0 pp)
Mineral or chemical fertilizers, nitrogenous 26 (15%) 0% (4 pp 7562 (6%) 1pp 884 (9%) 1% {0 pp)
Derivatives of phenols 114 {8%) 0% (5 pp 90 (1%) 3pp 3 (11%) 0% {0 pp)
Binders for foundmpuld®r cores; chemical products and residuals 940(17%) 0% (0 pp 3534 (5%) 1pp 140 (5%) 7% {0 pp)
Phenols; pheraitohols 1917 {1%) 0% (5 pp 2735 (3%) 2 pp 20 (6%) 2% (0 pp
Vegetable alkaloatgitheir salts, ethers, esterdother derivatives 30 (10%) 0% (3 pp 580 (3%) 0 pp 22 (12%) 1%(0 pp)
Ketonesndquinonesndtheir derivatives 810 {4%) 0% (6 pp 2351 (3%) 2 pp 13 (1%) 1% {0 pp)
Amindunction compounds 658 %) 0% (7 pp 4539 (1%) 2 pp 29 2%) 1% {0 pp)
Saturated acyclic monocarboxyli@adttisir derivatives 641(3%) 0% (6 pp 5738 (4%) 1pp 106 (5%) 0% (0 pp
Turpentine oils; crude dipentene; pite oil 5 (38%) 0% (5 pp 76 (3%) 2 pp 7 (4%) 1% {1 pp)
Cyclic hydrocarbons 17203 (17% 0% (2 pp 14472 (4%) 0 pp 130 {4%) 2% €2 pp)
Carboxylic acidadtheir derivatives 136 (8%) 0% (6 pp 1757 (4%) 1pp 77 (9%) 0% (0 pp
Heterocyclic compounds with oxygeratetefs) only 294 (12% 0% (6 pp 2585 £%) 1pp 24 (1%) 0% {0 pp)

Note: The table lists products of the sector that are amongthe 10% e asi est t o reach given he countryds current supply

0% for all products in this table.

c didfesi t i es,
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4.1.6. Construction materials

Cement has been prioritized in the GTP with the principal objectives to satisfy local demand and to | Sector info*

build capacity to serve export markets. Up to 2014, US$ 1.7 million and US$ 1.5 million exports

were destined to neighbouring Djibouti and Somalia respectively. Ethiopia possesses other natural | National export priority? Yes

resources, like iron, copper or nickel, which are in very high demand in China and the EU (see table
25,iRel ated productstfiemoéxport diversifica

The construction and mining sectors are alsoe x pect ed to contri bute s i|dfmalelahoyrparticipation: ,
over the period of the next GTP, running from 2015/16 to 2019/20. To make the industry | Prominence of SMEs:

internationally competitive, the GTP Il foresees investment in capacity building to bring in new
technologies and skills.

Challenges to realize additional exports in construction materials:28

Employment growth:

Foreign ownership share:

14% (16%)
30% (13%) pi aofs
89% (69%)
34% (4%)
Share of exporting firms: 1% (0%)

* World Bank enterprise survey (2015). Sample size = 62 (13)

1 Capacity building for infusion and adaptation of skills and technologies, firms of 1SIC sector -imddiomifemlc
9 Bridge critical infrastructure gaps. productso (fiManufacture of ba
Table24: Et hi o pxp@tédproelucts with potential: Construction materials
; China EU East Africa
Total X potentia ) ) )
Product (US$ thousand]X potential (US$ unused  [X potential (US$ unused  [X potential (US$ unused
thousand) potential |[thousand) potential [thousand) potential
Cements, portland, aluminous, d4B3g, supe8@suld and 1068 milD0&r hy dr 8458 80%

Note: The table lists products with a total export potential of more than US$ 1 million.

Table25: Et hi o peladpsoducts for export diversification: Construction materials

China EU East Africa

Product Market imports (US  Tariff Market imports (US  Tariff Market imports (US Applied tariff ang

million) and growtt  adv.* million) and growtt  adv.* million) and growtt tariff adv.

Nickel mattajckel oxide sinters 913 {4%) 0 pp 1278 £6%) 0 pp 44 24%) 0% {0 pp)
Unrefined copper; copper anodes for electrolytic refining 3666 (9%) 0 pp 2831 {0%) 0 pp 5 (31%) 2% {0 pp)
Unwrougfgluminium 821 {1%) 2 pp 20314 (1%) 1pp 149 {3%) 0% {0 pp)
Ferrous prod oby dirredudbn of iron ore (minimum pure iron pf 99. 294 {24%) 1pp 755 (0%) 0 pp 4 (24%) 6% (0 pp
Ferrealloys 3522 (1%) 0 pp 10750 {1%) 0 pp 210 (12%, 1% {1 pp)
Pig iron and spiegeleisen in pigs 285 {33%) 1pp 1779 (2%) 1pp 2 (4%) 2% {1 pp)
Flatrolled prod of iron or-ati® wd>/=600mm,clad, plated or coated 2780 {4%) 5pp 19340 {0%) 0 pp 1086 (7%) 13% {1 pp)
Refined copper and copper alloys, unwrought 24171 (1%) 0 pp 15622 {3%) 0 pp 131 (5%) 0% {0 pp)

28 GTP Il (draft).
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Aluminiurwire 48 (1%) 7pp 1339 (5%) 2 pp 92 (0%) 0% {0 pp)
Unwrought nickel 2290 {12%) 1pp 6656 (3%) 0 pp 24 (12%) 0% (0 pp
Cobalt mattesmdother products and articles of cobaldstehindscrap 595 (0%) 3pp 787 0%) 0 pp 6 (40%) 0% (0 pp
Unwrought lead 127 {15%) 2 pp 2224 (1%) 1lpp 44 (6%) 2% (0 pp
Copper mattes; cement copper (precipitated copper) 252 {17%) 1lpp 166 {17%) 0 pp 1 (53%) 3% {2 pp)
Cast articles of iron or steel nes 162 {2%) 9 pp 3906 (5%) 0 pp 133 (11% 8% {4 pp)
Antimony aradticles thereof, including waste and scrap 2 21%) 4 pp 126 {3%) 4 pp 2 2%) 0% {0 pp)
Lead plates, sheets, strip and foil; lead powders and flakes 5 (0%) 6 pp 200 (4%) 0 pp 10 (19%) 7% {0 pp)
Angles, shapes and sections of ironaioysteel 191 (3%) 6 pp 5704 (2%) 0 pp 264 (2%) 12% 47 pp)
Nickel bars, rods, profiles and wire 203 3%) 6 pp 1183 (5%) 0 pp 4 (12%) 1% (0 pp
Barsandrods hotrolledin irregularly wound cofiether alloy steel 174 (5%) 3 pp 1351 (1%) 0 pp 46(40%) 1% (2 pp
Note: Thetabl e | i sts products of the sector that are among t he 1 edaccerdirgio¢hs global diversifieation hankg*iAppked tariff Is e

0% for all products in this table.

In addition to the mentioned sectors with export potential, recent investmentsi nt o Et hi opi ads avetaumgmanted theec oiumdoamaddysty
manufacture cars. In 2014, Ch i n a 6 sGrolpiopeaed a factory that can assemble up to 20 cars per day, employing imported inputs, but local workers.
These cars are price-competitive on the Ethiopian market, where imported second-hand vehicles are subject to a 35% import tax.2°

2 hitp://edition.cnn.com/2016/04/12/africa/ethiopian-car-industry-mpay/.
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4.2. Kenyabd s s e with@xpert potential

Kenya has the most diversified economy of the four countries and, consequently, many sectors have an
export potential of more than US$ 5 million. By far, the highest potential is found in vegetable products,
notably in black tea, where Kenya has a huge comparative advantage relative to other suppliers. Promising
markets comprise the EU, Arab and Middle Eastern countries, the United States and the Russian
Federation. Textile exports follow a similar geographic pattern, with the greatest potentials in the EU and
rest of the world (RoW) markets. Attractive markets for processed food and beverages and animal or
vegetable fats are, by contrast, located in East Africa.

Across all sectors, Chinab6s share in Keny&Zbmapples ket s
MFN tariffs to Kenyan exports and, therefore, the country suffers for many of its products from tariff
disadvantages as compared to other (African) suppliers that have preferential access to the Chinese

market. Trade potentials suffer from this as well as from a demand structure that dif f er s fr om Ken
export specialization.

Figure7: Kenyads high potential sectors
All sectors Excl. vegetable products
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Note: Graphs show sectors with a total export potential of more than US$ 5 million.
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4.2.1. Animal-based products

Kenyads

Agricul tur al

Sector

Devel opment

Pl

an

considers

t h er grovithvtleas lasonotkbeea n d

e x pl o A tamgallivestock base counting 60 million heads and good geographic conditions for aquaculture with many rivers, lakes and the Indian Ocean

back this perception.

Live animals and animal products

In contrast to Ethiopia, Kenya hardly relies on the exports of live animals. Among the animal-based products, goat meat has the biggest potential for exports

exceeding US$ 10 million. Attractive markets are the United States and the Middle East, where demand is highest. Wi t hi n

the Middle East

Saudi Arabia, where goat meat is experiencing a boom relative to other products, could complementiit r adi t i o n a Oman,whereldemard is ladgtukllg
b i ,gis akesdy fresany ia thes Saudi Arabian

slowing down. Note that Ethiopia, with a global export potential for goat meat that is 10t i me s

market.

as

Given its large herd comprising 18 million cattle, 17 million sheep and 25 million goats, Kenya has many options to diversify its livestock exports. The EU
appears to be an attractive destination, especially compared with the regional and the Chinese market, where Kenya faces tariff disadvantages over its
competitors. To avoid competition with Ethiopia, Kenya may consider diversifying into prepared or preserved bovine meat. Here, the country could possibly
benefit from its established meat processing industry as well as from significant demand and tariff advantages in the EU market.

Challenges to realize additional exports in live animals and animal products:3°

1 Poor livestock productivity,

1 Lacking capacity to deal with pests and diseases,

9 Poor access to international markets and lack of market information.

Table 26: K e n y axparteceproducts with potential: Live animals and animal products

. China EU East Africa
Total X potential ) ) )
Product (US$ thousand] X potential (US$ unused  |X potential (US$ unused |X potential (US$ unused
|thousand) potential [thousand) potential [thousand) potential
Goat meat, fresh, chilled or frozen 10 222 b b _. 1009 395 99%
Sausage and similar proddcts ofl45peat , me 6@ 095P/-r 883@®o0 di10Gpn d f o 0 é643™ 37%
Live animals, nes 144 53@ 1009 245 41% 457 69%
Swine meat cured, nes 101 4 970/- 4398 99% 4180 4%

Note: The table lists products with a total export potential of more than US$ 1 million.

30 Agriculture Sector Development Plan.
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Table 27: K e n y aefated products for export diversification: Live animals and animal products

China EU East Africa
Product Market imports (US Appliedtariff and| Market imports (US  Tariff | Market imports (US Applied tariff ang
million) and growtr tariff adv. million) and growtk  adv.* million) and growtr tariff adv.
Bovine cuts boneless, frozen 480 (73% 12% @ pp) 2003 (2%) 19 pp 215 (7%) 18% 6 pp)
Goats, live 0 5%(0 pp) 3 (1%) 0 pp 14 (8%) 0% (1 pp
Bovine edible offal, frozen nes 44 (33%) 12% 4L pp) 130 (9%) 0 pp 40 (7%) 5% (0 pp
Bovine meat and meat offakmebyding livers, prepared or preser 1 (12%) 12% 0 pp) 1133 (1%) 1lpp 45 (13%) 19% 3 pp)
Sheep, live 3 (54%) 5% (0 pp 285 3%) 0 pp 16 (11%) 0% (0 pp
Sheep cuts, boneless, frozen 24 (26%) 15% 7 pp) 452 2%) 32 pp 3 3%) 36% L pp)
Sheep carcasses and half carcasses, frozen 30 (546%. 23% {18 pp) 4 (6%) 24 pp 1 (33%) 27% 0 pp)
Edible products of animal origin nes 17 2%) 19% 41 pp) 32 (6%) 3pp 1 (39%) 18% 16 pp)
Horse, ass, mule or hinny meat, fresh, chilled or frozen 3 8%) 20% (O pp. 352 {3%) 2 pp 1 0% (0 pp
Swine carcasses and half carcasses, frozen 1 5%) 12% {1 pp) 74 (9%) 0 pp 4 (10%) 11% 3 pp)
Sheep, goats, asses, mules or hinnies edible offal, frozen 37 (20%) 18% 410 pp) 41 (0%) 2 pp 7 €10%) 0% (0 pp
Lamb carcasses and half carcasses, frozen 18 (301% 15% 41 pp) 36 (5%) 21 pp 8 (3%) 39% {38 pp)
Bovine tongues, edible offal, frozen 0 (17%) 12% 4 pp) 14 (5%) 0 pp 1 2%) 3% {0 pp)
Sheep cuts, boneless, fresh or chilled 0 ¢46%) 15% -0 pp) 249 (2%) 27 pp 0 ¢41%) 23%11 pp)
Sheep cuts, bone in, frozen 499 (43%. 12% 6 pp) 618 (0%) 28 pp 12(-16%) 35% -0 pp)
Osseirmndbones treated with agidyorkediefatted or simply prepg 0 (88%) 12% (0 pp 31 (7%) 0 pp 0 (47%) 0% (2 pp
Sheep cuts, bone in, fresh or chilled 9 (92%) 15% {1 pp) 565 (3%) 26 pp 1 5%) 29% 0 pp)
Note: Thetablel i st s products of the sector that are among the 10% e a sordingtothé giobal diversifibatiog ranke* Applieditarifficount r y 6 s

0% for all products in this table.

Fisheries

The move from subsistence to commercial aquaculture has triggered a more than fourfold increase of production since 2000. Consequently, the Industrial

Transformation Programme identifies fish processing as a flagship project for developingKe ny a 6 s

i ndust r i anlthe paatdas createdthkernéed s hi n g

for developing more sustainable practices and exploring new waters. The Indian Ocean offers new opportunities, but currently only a small fraction of the one
million tons of tuna caught is actually processed in the country. Infrastructural improvements could create 12,000 jobs and up to US$ 200 million of GDP

revenue, the authors estimate.

The export potential assessment indeed suggests considerable potentials in prepared and preserved tuna exports, especially to the EU. Roughly 80% of the
existing US$ 17.8 million potential is yet to be realized. New market opportunities exist, for example, in the United Kingdom, where prepared and preserved
tuna worth US$ 5.5 million could be sold. The US market offers similarly high unexploited potentials. Other processed fish products for export diversification
include fish meal and fish or fish-liver oil. Fish fats and oils are in high and growing demand in the EU.

Challenges to realize additional exports in fisheries:3!

1 Inadequate supportive infrastructure such as cold storage, roads, fish port and electricity,

31 Agriculture Sector Development Plan.
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1 Inadequate budgetary provisions,

1 Environmental degradation due to invasive weeds such as water hyacinth,

1 Weak producer organizations,

1 Lack of collateral and access to credit facilities,

1 Ineffective marketing information,

1 Lack of adequate and quality fish seed and feed,

1 Inadequate research-extension links,

1 lllegal, unregulated and unreported fishing; weak monitoring control and surveillance systems,
1 Low fishing technology,

9 Stringent sanitary and phytosanitary standards set by major export destinations,
1 Diminishing fish stocks.

Table 28: K e n y axparteceproducts with potential: Fisheries

. China EU East Africa
Total X potential ) _ _
{X potentia unuse potentia unuse potentia unuse
Product (US$ thousand]X I (US$ d |X I (US$ d |X I (US$ d

|thousand) potential |thousand) potential |thousand) potential
Tunas, skipjack and atl. 31311 13@® 1009 81% 599 99%
Fish fillets, frozen 27 828 530 0 719 80% 327™  27%
Other frozen fish, whole 13 36 19714 1009 80% 19898 98%
Other cured fish; fins, h 8 90 1000 O%I 1009 3 957§ 97%
Fish fillets and pieces, fresh or chilled 852 20 O%- 27% 491@ 82%
Octopus, frozen, dried, salted or in brine 131 2989 1009 13% 1@ 1009

Note: The table lists products with a total export potential of more than US$ 1 million.
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Table 29: K e n y aefated products for export diversification: Fisheries

China EU East Africa
Market imports . . Market imports . Market imports . .
Product (US$ million) an¢ aﬁ%ﬂ'ﬁ%‘:&'\ff (US$ million) an¢ ;Z‘Cﬁ (USgmillion) and aﬁ%pt';?%taag\fj
growth growth growth

Flourmeaklndpellet of fishrustmol/otleraqua invemnfiforhuman cons 1551 {1%) 4% {2 pp) 1020 {2%) 0 pp 13 (21%) 0% {0 pp)
Frozen shrimps and prawns 405 (19% 6% 2 pp) 4562 (6%) 5pp 59 (10%) 3% (0 pp
Fish fatandoilsandtheir fractionexd. liver refired, notchemically mod 87 (4%) 12% 47 pp) 596 (7%) 2pp 2 (7%) 1% {0 pp)
Fish meat, frozen 56 (16%) 10% 6 pp) 742 (2%) 3pp 17 (8%) 13% -0 pp)
Sardinessardinellandbrisg @ spratsprep or preservedvhole ppieces, excl. mined 1 (10%) 5% {4 pp) 314 (2%) 1lpp 197 (3%) 7% {0 pp)
Prepared or preserved shrimps and prawns 6 (10%) 7% {7 pp) 1711 (2%) 7 pp 8 (1%) 1% (0 pp
Rock lobstandotlersea crawfishot fzin shelbrnot incl boikd in shell 220 (42%. 8% {4 pp) 30 €1%) 2 pp 0 (2%) 1% {0 pp)
Lobsters nes, frozen, in shell or ndtoitecl in shell 13 (18%) 10% @ pp) 101 (3%) 9pp 0 (8%) 15% 41 pp)
Crabsfrozen, in shell or not, including boiled in shell 186 (9%) 10% L pp) 171 (5%) 2pp 2 (15%) 1% (0 pp
Frozen tuna, whole 6 (21%) 12% L pp) 57 (8%) 2pp 5 (3%) 1% (4 pp
Sole, frozen, excluding heaudii.04, livers and roes 12 (6%) 12% 8 pp) 60 (2%) 0 pp 2 €1%) 0% (0 pp
Rock lobstandotlersea crawfisfrozen in shelinot incl boied in shell 8 (18%) 10% L pp) 183 {2%) 4 pp 2 (32%) 1% {0 pp)
Other crustaceans, frozen 10 (3%) 16% {11 pp) 308 (2%) 1pp 2 (18%) 2% (1 pp
Otheffresh or chilled fish, whole 8 (28%) 12% 44 pp) 2070 (0%) 1pp 6 (13%) 2% (1 pp
Ornamental fish 6 (31%) 18% 15 pp) 158 {3%) 2pp 3 (5%) 0% (0 pp
Mackerel, prepared or preserved, whole or in pieces, but not minced 1 (24%) 12% 6 pp) 288 (7%) 1lpp 7 (10%) 13% @ pp)
Fresh or chilled tuna, whole 2 (24%) 12% 0 pp) 37 (3%) O pp 0 (50%) 5% (1 pp
Octopus, frozen, dried, salted or in brine 24 (0%) 17% 8 pp) 777 (4%) 1pp 1 (22%) 12% (0 pp
Fishliver oilandtheir fractionefined or ndiyt not chemically mod 5 (2%) 12% 8 pp) 51(6%) Opp 0 (8%) 0% (0 pp
Shrimps and prawns, not frozen 51 (29%) 10% 8 pp) 368 (10%, 1 pp 1 (34%) 6% (4 pp
Salmonidae néggsh or chilleglxcl headingio.03.04livers and roes 2 (51%) 12% 0 pp) 69 (2%) Opp 2 (4%) 24% @3 pp)
Frozenrrout 36 (3%) 12% -9 pp) 78 (7%) Opp 2 (15%) 25% 4 pp)
Frozemogfistand other sharks 8 (9%) 12% 4 pp) 61(4%) 1lpp 1 (12%) 2% (1 pp
Other crustaceans, not frozen 15 (52%) 7% {7 pp) 172 2%) Opp 1(52%) 5% {0 pp)
Cuttlefish and squid, shelled or not, live, fresh or chilled 4 (19%) 6% {0 pp) 226 (3%) Opp 0 (19%) 4% {1 pp)
Frozerake 22 (20%) 12% @ pp) 231 {4%) 4 pp 29 (5%) 1% {0 pp)
Corabhndsim mashelish shellcuttl bonechinoderm unwk unshmpdwase 22 (0%) 12% 47 pp) 44 (5%) Opp 0 (10%) 5% (0 pp
Frozerseabass 0 €18%) 12% @ pp) 17 (17%) Opp 0 (37%) 3% (0 pp
Anchovies, prepared or preserved, whole or in pieces, but not minced 0 (58%) 12% 0 pp) 163 (5%) 3 pp 1 3%) 24%Q pp)
Tunasyellowfirfresh or chilleglcl headingo.03.04livers and roes 0 (25%) 12% 47 pp) 61 (11%) 5pp 0 (111%) 2% (0 pp
Halibut, frozen, excluding headifig.04, livers and roes 124 (2%) 9% {0 pp) 199 (4%) 2pp 0(-10%) 0% (0 pp
Eels, live 14 (10%) 5% {2 pp) 73 (4%) 0 pp 0 0% (0 pp
Lobster, prepared or preserved 4 (83%) 8% (0 pp 17 (10%) 6 pp 0 (52%) 15% -6 pp)
Frozereels 4 (24%) 12% -8 pp) 16 (9%) 0 pp 0 (24%) 2% {2 pp)
Snails(eot. sea) shelkd or notlive freshchdfz,dried, saled or in brine 8 (43%) 7% {2 pp) 48 (8%) Opp 0 (11%) 10% -0 pp)
Plaice, frozen, excluding headifg.04, livers and roes 69 (35%) 2% (0 pp 16 (4%) 0 pp 0 (18%) 18% (0 pp
Fresh or chilleskls 0(-21%) 12%{ pp) 8 (4%) 0 pp 0 (4%) 0% (23 pp
Frozermaddock 107 (4%) 12% (0 pp 64 (5%) 1lpp 0 (36%) 7% (0 pp
Frozertoalfish 34 (4%) 12%{ pp) 33 {16%) 0 pp 0 7% {5 pp)
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Tunasalbacore or longfinrfedy chdexcl headhgno.03.04liversaandroes 1 (2%) 12% (0 pp 37 (16%) Opp 0 (43%) 0% {0 pp)
Skipjack o stripelled bonitdy a chdexcl.headng no.03.04liversaandroes 0 (81%) 12% (0 pp 9(14%) Opp 0 0% (25 pp

Note: The table lists products of the sectorthatareamong t he 10% easiest to reach given the countryds cur rranktApgiedpapflisy capaci ti
0% for all products in this table.

Leather and leather products

Kenyads | e dast e potential for exports. Currently, almost US$ 50 million exports could be realized in bovine and swine leather. The EU is an
important market. Unexplored opportunities exist mostly in swine leather exports to Italy, the Netherlands and the Kingdom of Spain. EXPORT POTENTIAL of
bovine leather in Asian markets, notably in Hong Kong and China, are also not yet fully used.

Kenyads | Tradstosnttion Rrdgramme states that further leather processing could have substantial economic benefits and create 35,000 jobs
(currently up to 14,000, many of them in the informal sector, according to the interviewees). One
objective would be to partialy substitute the countrydés shoe |iggdtdrinfo* (hat stand at UB$ 86 m
according to the report (according to Trade Map, leather shoe imports fluctuate at around US$ 15i
US$ 20 million). However, current EXPORT POTENTIAL of footwear are limited. Articles of apparel | National export priority? Yes
and accessories made out of leather emerge as a viable diversification option, but have not yet been
exported. The Industrial Transformation Programme identifies low-quality skins and hides and lacking
expertise as the major limiting factors. Stakeholder consultations confirmed that most leather good | Female labour participation:*  25%
producers are small, with an output of less than 200 units per day. With demand and market access

Employment growth:* 1%

conditions in the EU being favourable, it would take investment into production capacities to expand | Prominence of SMEs:* 50%
EXPORT POTENTIAL of finished leather articles. Foreign direct investment:* 9%
Both interviewed experts, from the Kenyan Investment Authority and from the Leather Development | gshare of exporting firms:* 18%

Council, emphasized that the entire value chain from livestock and meat to finished leather products . i ) )
should be targeted, with a focus on higher value-added activities. While export processing zones | YV?r'%SBa”k :r]lterp”lsesslu”gy (2501e3)é tsaomf'e s'éeT:aer"gEti
(EPZs) have resolved land availability issues, they are constrained to firms serving foreign markets. | manufacture of luggage, handbags, saddlery, hamess and
To exploit the opportunities the growing Kenyan middle class offers, similar zones would needtobe | f oot wear o.

established for local sales.
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Table 30: K e n y axparteceproducts with potential: Leather and leather products

) China EU East Africa
Total X potenti ) _ )
Product (US$ thousand X potential (US$ unused  |X potential (US$ unused |X potential (US$ unused
thousand) potential |thousand) potential |thousand) potential
Raw hides and skins (othsg 49 49 96220 500 11 426% 2894 15008  84%
Raw hides and skins (other than furskins) and leather, gf swine an..48 81 2 4150 71% 8748 97%
Raw or tanned (in the wetl stat3ps klns2@’8l3‘ilsh@- 9268, WGt hout w&3@® 1009
Footwear, nes 366 1@ 1351 89% 5810 8%
Hi des and skins (in the dry sta&6b and 16e@mt hzsydll o f gadai6® o086%ki ds, w63@h é1009
Skins (in the dry state) |and | dasdher of 78heepP%lor | amB77Owi 19%out woo3H® 1009
Footwear, upper of leather 115 8@ 484 66% 550 19%
Note: The table lists products with a total export potential of more than US$ 1 million.
Table 31: K e n y aefated products for export diversification: Leather and leather products
China EU East Africa
Market imports . . Market imports . Market imports . .
Product
roduc (US$ milliony anc  AAPPlied tariffl o oy ane 1AM (s million)  APPlied tariff
and tariff adv adv.* and tariff adv
growth growth andgrowth
Articles of appaagidclothing accessf leather or composition leather 165 (16% 20% 6 pp) 3858 (3%) 4pp 51 (4%) 18% L pp)
Tanned or dressedskinsandpieces, unassembled or assembled 190 (19% 20% P pp) 647 (6%) Opp 1 (10%) 8% {2 pp)
Raw fuskinsandpieces suitable for furfiess, nes 806 (14%. 15% (0 pp 1098 (15%, Opp 0 (15%) 0% {0 pp)
Chamois leather, incl. combination chamois leather (@mhegldedthsubsequendy 98 (0%) 14% @ pp) 267 (8%) Opp 3 2%) 1% (0 pp
Note: Thetabl e | i sts products of the sector that are among t he 1 edaccerdirgio¢he global diversificatian hankg*iAppked tarifflse count r vy

0% for all products in this table.
Challenges to realize additional exports in leather and leather products:32
1 Low-quality skins and hides,
Lacking expertise in finished leather articles,

1

1 High cost of chemicals (25% duty on imports),

1 Informal organization only among farmers and traders,
1

Productivity is very low, with five to seven pairs per employee, up to 13 in some areas; much lower than Asia.

32 Industrial Transformation Programme and stakeholder interviews.
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4.2.2. Vegetable-based products

More than half of Ktedtyagricture Rguding traditioaal @ops likeltea, coffee
and pulses, and cut flowers. Raw products constitute the bulk
Transformation Plan envisages building processing zones and infrastructure around the Mombasa
port to transform local and imported commodities for regional exports. Major challenges include the
low use of fertilizers and machinery and reduced agricultural extension services.

Fruits and vegetables

Favourable growing conditions for a wide range of fruits and vegetables lead to numerous export
opportunities. A c ciimvestmentdsuide dor KeémN/&TDAtEnGasd British investments
have helped to secure a good quality of fresh produce that meet EU market access requirements. The
report sees continued growth potential, as market penetration is still low. High EXPORT POTENTIAL
include, for instance, avocados and mangoes, the latter being mostly exported to the Middle East.
Bananas represent a good option for export diversification: Kenya produced 1.4 million tons in 2014
and demand in the EU is huge. Kenya would furthermore benefit from a small tariff advantage over
many Latin American competitors that do not have duty-free access to the EU market.

FFONIT s o e x ports.

National export priority?
Employment growth:*
Female labour participation:*
Prominence of SMEs:*
Foreign direct investment:*

Share of exporting firms:*

* World Bank enterprise survey (2013). Sample size = 159 firms
of | SI CMasrewftaoat Uvir e

Yes
0%
35%
81%
4%
12%

of

Kenya

food and

6s

Despite good EXPORT POTENTIALi n fresh fruits and veget abl e sinfruKandvegetabde prodessiag, vehigh iexpeated 1o s
increase the sect inrgdml marketspThd EUt market shews $igh potentials for prepared pineapples and pineapple juice, where Kenya

could draw on its fresh pineapple production of almost 129,000 tons.
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Table 32: Ke n y axparteceproducts with potential: Fruits and vegetables

) China EU East Africa
Total X potentia| . i }
Product (US$ thousand X potential (US$ unused |X potential (US$ unused  [X potential (US$ unused
thousand) potential |thousand) potential [thousand) potential
Pineapples nes, o/w prep. 103 35p 233@ 1009 41 37% 1473 76%
Vegetables nes, fresh or chilled 76 895 80 09| 7 4660 14% 62 9308 94%
Avocados, fresh or dried 37 838 300 93 272070  53% 65@ 1009
Pineapple juice, unfermented 33 409 208 1009 24 389D 59% 2 4748 88%
Vegetable products nes 3283 14814 1009 10 383 76% 15 7780 2%
Mi xtures of juices unfern 18 05 70® 1009 10098 1009 13 257 62%
Guavas, mangoes and mangosteens, fresh or dried 11 20 139@ 1009 7 6614 98% 486 58%
Caulifiowers and headed broccoli, fresh or chilled 455 b 2 653D 44% 73 809
Fruits nes, fresh 156 127@ 1009 6900 6% 117 31%
Jams, fruit jellies, frui 131 15@ 1009 281 71% 3980 119%
Aubergines (egg-plants), fresh or chilled 117 b 729p 50% 2@ 1009
Note: The table lists products with a total export potential of more than US$ 1 million.
Table 33: K e n y aefated products for export diversification: Fruits and vegetables
China EU East Africa
Market imports . . Market imports . Market imports . .
Product
roduc (US$ million) an a’?]%pt';ﬁftgg\flf (US$ million) anc ;g‘cff (US$ million) anc aﬁ%pt';ﬁft:g\ff
growth growth ) growth

Bananas and plantains, fresh or dried 307 (34% 10% -0 pp) 5719 (3%) 2pp 29 (15%) 5% { pp)
Pineapples, fresh or dried 22 (40%) 12% {1 pp) 1099 (1%) Opp 1 (7%) 12% 47 pp)
Melons, fresh, other than watermelons 2 (54%) 12% {2 pp) 909 (4%) 2pp 1 (2%) 13% 1 pp)
Oranges, fresh or dried 75 (9%) 11% 0 pp) 2346 {1%) 4 pp 40 (5%) 9% {1 pp)
Manioc (cassava), fresh or dried, whether or nopslieéztor 1589 (12%, 8% {8 pp) 34(3%) 1pp 1 €1%) 1% (1 pp
Dates, fresh or dried 4 (24%) 15% 0 pp) 278 (6%) 3pp 8 (3%) 4% (7 pp
Manioc (cassava) starch 741 (19%. 10% {0 pp) 36 (5%) 9pp 10 (2%) 5% {0 pp)
Arrowroot, salep (yams), etc 3 (14%) 12% {1 pp) 58 (4%) 2pp 1 (4%) 3% (0 pp
Papaws (papayas), fresh 1 (9%) 25% 9 pp) 84 (6%) Opp 1 (10%) 12%-0 pp)
Coconutglesiccated 8 (36%) 12% {2 pp) 234 (16%, Opp 12 (18%) 5% (3 pp
Watermelons, fresh 27 (3%) 25% @5 pp) 614 (3%) Opp 1(8%) 14% {3 pp)
Cherries, fresh 265 (50% 10% @8 pp) 438 (4%) 1pp 1 (3%) 9% {1 pp)
Peaches, including nectarines, fresh 1 ¢15%) 10% (0 pp 1354 {0%) 0 pp 4 (3%) 9% {3 pp)
Cranberries, bilberries and other fruits of thegeinugrfresh 14 (69%) 30% 9 pp) 482 (17%  1lpp 0 (4%) 2% {1 pp)

42




EXPORT POTENTIAL OF ETHIOPIA, KENYA, MOZAMBIQUE AND ZAMBIA

Coconuts, ndésiccated 62 (30%) 9% {9 pp) 43 (13%) Opp 1 (28%) 20% 3 pp)
Tapioca subgirepfrom starch in flageainpearlsiftg or sim forms 6 (24%) 15% 47 pp) 15(3%) 10pp 1 ¢4%) 0%(0 pp)
Figs, fresh or dried 3 (61%) 30% 0 pp) 228 (6%) Opp 1 (2%) 16% (0 pp
Apricots, dried 1 (15%) 25% 0 pp) 190 3%) Opp 1 5%) 11% (0 pp
Flouandmeal of sagandof roots or tubers witghktarch or inulin content 4 (13%) 20% {19 pp) 9(16%) 2 pp 1 (15%) 4% (1 pp
Brussels sprouts, fresh or chilled 0 13% (0 pp 80 (4%) Opp 0 (9%) 7% (1 pp
Auberging&ggplants), fresh or chilled 0 (0%) 13% (0 pp 272 (3%) Opp 0 (9%) 3% {0 pp)
Copra 0 (25%) 15% 42 pp) 3 (35%) 0 pp 1 (5%) 2%(0 pp)
Raspberriemulberriegtc, uncookd stearad oboiedin wateisweeteed, not frozn 6 (5%) 30% 6 pp) 620 (6%) 1lpp 1 (16%) 20% 13 pp)
Peel of citrus fraitdmelons (watermelofrgshfrz,dried, provpreserved 3 (23%) 25% @ pp) 49 (14%) Opp 0 (4%) 6% (0 pp
Palm hearts negw prepor preservedyhetherrmot sugad, sweet ospiried 0 (78%) 5% {3 pp) 52 (1%) Opp 0 (5%) 26% 44 pp)
Chicory, fresh or chilled, nes 0 13% (0 pp 134 (0%) O pp 0 (24%) 13% -0 pp)
Note: Thetabl e | i sts products of the sector that are among t he 1 edaccerdirgio¢he global diversifieaion hankg*iAppked tariff Is e

0% for all products in this table.

Nuts, oilseeds and edible oils

Kenya has a huge potential for vegetable fats, like margarine, especially in East Africa. Rwanda is a big, yet so far little explored market that promises an
additional US$ 11 million of export revenues. Even in traditional markets like the United Republic of Tanzania, exports could still grow. Since Kenya has a
strong (and, in the case of margarine, growing) comparative advantage, a substantial increase in exports seems realistic.

The interviewed experts also considered the nuts sector as interesting: Kenya has the right climatic conditions and market opportunities prevail, for instance,
in Europe. Data from FAO confirms that groundnuts and cashew nuts are produced in large (94,000 and 30,000 tons respectively) and growing quantities.

Table 34: K e n y axpaerteceproducts with potential: Nuts, oilseeds and edible oils

. China EU East Africa
Total X potential ) . .
Product {X potential (US$ unused |X potential (US$ unused |X potential (US$ unused
(US$ thousand
|thousand) potential [thousand) potential |thousand) potential

Nuts nes 64 624 798®™ 380N 232088 709 991  68%
Vegetable fats, oils and fractions, hydrogenated, inter- o 49 721 3138 10638 1009 43 110p 55%
Margarine, excluding liquid margarine 49 031 678 25158 1009 38 094™ 39%
Cashew nuts, without shell, fresh or dried 9 203 358 4 6098 93% 61 61%
Vegetable fats, oils nes 2 957 31 7050 19% 1153p 58%

Note: The table lists products with a total export potential of more than US$ 1 million.
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Table 35: K e n y aefated products for export diversification: Nuts, oilseeds and edible oils

China EU East Africa
Market imports : ; Market imports 3 Market imports . .
Product
(US$ million) an¢ a’:‘(’ipt';erﬁft:gf (US$ million) an¢ ;‘a‘cfﬁ (US$ million) an¢ aﬁ%pt';?%taag\fj
growth growth ' growth
Sesamum seedghether or not broken 706 (18%. 5% {5 pp) 307 (13%  Opp 12 (1%) 6% {1 pp)
Coconut (copra)anitits fractionsefinedbut not chemically modified 103 (21% 9% {9 pp) 322 (6%) 1pp 9 (55%) 1% (1 pp
Palm ail, crude 68 (57%) 9% (0 pp 4302 2%) 1pp 344 (11% 0% {0 pp)
Groundnuts, not roasted 33 (18%) 8% {1 pp) 1023 (8%) Opp 51 (3%) 4% {2 pp)
Cashew nuts, in shell, fresh or dried 3 (50%) 10% @8 pp) 12 (14%) 0 pp 1 ¢43%) 6% {1 pp)
Palm kernahdbabassu oiindheir fragins refired, but not chemically medlifi 222 (73%. 9% {9 pp) 271 (10%, 6 pp 42 (1%) 0% (1 pp
Soyabean ajkrude, whether or not degummed 1409 %) 9% (0 pp 1009 {8%) 1pp 128 (6%) 5% {3 pp)
Sunfloweseed or safflower oil, crude 242 (28%. 9% (0 pp 2052 (5%) 1pp 218 (8%) 7% (7 pp
Coconut (copra) oilide 112 27%) 9% {9 pp) 791 (1%) 2pp 3 (5%) 0% (1 pp
Palm kernel or babassu oil, crude 308 25%) 9% {9 pp) 529 (3%) 4 pp 6 (2%) 0% (0 pp
Vegetacljble wellxwtijlu'mg triglycerideshether arot refied or coload 21 ((13%) 20%4@? pp) 73((9%;) 0 pp 3( (3%)) 5% (5(31 pp;
Groundnut oil, crude 101 (10% 10% (0 pp 121 (1% 2 pp 0 (29% 6% {5 pp
Palm nuindkernel oilcakendottersolid residueshetheornot groundrpellet 58 (19%) 5% {5 pp) 485 (11% Opp 5 (5%) 7% (0 pp
Coconuindcopra oilcakandottersolid residueshetheornot groundrpellet 19 (1%) 5% {5 pp) 10(2%) Opp 0 (50%) 3% (3 pp
Sunflower sd oilcakandottersolid residueshetheornot groundrpellet 0(6%) 5% (0 pp 1063 (19%, Opp 28 (7%) 6% {1 pp)
Cottonseeds 64 (27%) 8% {0 pp) 76 (1%) Opp 13 (6%) 8% {5 pp)
O:ivesplrepaed a presered, otterthan by vinegarazetic acishot frozen 2 ((15%) 10% éo p|;) 731 E4%§ 0 pp 10 E4%§ 32%% pp;
Olive ail, virgin 133 (11% 10% 0 pp 2930 (5% 3pp 26 (5% 10%6 pp
Cottonseed and its fracti@fimedbut not chemically modified 0 €30%) 10% (0 pp 7 €17%) 0 pp 19 (9%) 8% {4 pp)
Oilsandther fradbnsnes obt from olivesefinednotchencallymodfied,ncl blends 9 (1%) 10% 0 pp) 154 (6%) 1lpp 3 (10%) 8% (10 pp
Brazil nuts, without shell, fresh or dried 0 (31%) 10% (0 pp 124 (12% O pp 2 (1%) 0% (0 pp
Olive oil and its fractioenedbut not chemically modified 12(9%) 10% (0 pp 451 (6%) 2 pp 21 (11%) 11% @ pp)
Olivesprovisionally presshbut ot suitableofimmediate consumption 0 (10%) 13% (0 pp 41 (6%) Opp 1 ¢15%) 21%44 pp)
Cottonsal oilcakandotlersolid residueshether or not grounfesiet 3 (6%) 5% {0 pp) 6 (16%) Opp 35 (9%) 6% {4 pp)
Groundnut oilcakedottersolid residueshether or not ground or pellet 10 (8%) 5% {3 pp) 16 (12%) 0 pp 0 €16%) 6% {3 pp)
Note: The table lists products of the sector that are amongthe 1 0 % easi est t o reach given the countryés current supplpliedtasaffisaci ti es,

0% for all products in this table.
Pulses

The EU is the predominant market for Kenyab s f r e s h

b e aHoweves Bxisting ptardials are nearly exhausted. Unrealized potentials can still be

found in kidney beans, especially in the Italian and British market that currently source more than US$ 100 million of the crop from distant suppliers, such as
China, the United States or Canada. An unexploited potential also exists in the regional market for kidney beans and preserved beans.
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Table 36: Ke n y axparteceproducts with potential: Pulses

) China EU East Africa
Total X potentia| _ _ )
Product (US$ thousand X potential (US$ unusec_:l X potential (US$ unuset_j X potential (US$ unuseq
thousand) potential |thousand) potential |thousand) potential
Beans, shelled or unshelled, fresh or chilled 129 91p b o288 ™ 23% 1 0264 69%
Peas, shelled or unshelled, fresh or chilled 30 520 b 21 6430 10% 6888 82%
Kidney beans and white pea beans, dried shelled, skinrjed or not 25 696 13@ 1009 10 9768 98% 32598 88%
Beans nes, prepared or pi 25 106 14@®@ 1009 13 991™ 22% 4 2608 97%
Dried pigeon peas and other leguminous vegetables, shelled 13 854 244% 1009 341 76% 413® 89%
Urd, mung, black or green granmOb6@ans, d67ledl100ghel | edocols kiBHed oé 7408 96%
Dried bambara beans, cow peas and other beans, shelled 306 1® 1009 4908 94% 8108 97%
Leguminous vegetables, shelled or unshelled, fresh or ghilled nes 1 15 b 5860 16% 74@ 1009
Note: The table lists products with a total export potential of more than US$ 1 million.
Table 37: K e n y aefated products for export diversification: Pulses
China EU East Africa
Product Market imports (US Applied tariff ang  Market imports (US ~ Tariff| Market imports (US Applied tariff ang
million) and growtt tariffadv. million) and growtk  adv.* million) and growtr tariff adv.

Lentilsdried, shelled, whether or not skinned or split 2 (45%) 4% {3 pp) 223 {1%) 0 pp 66 (1%) 1% (O pp
Broad bearandhorse beandriedshelledwhether or not skinned or 0 (61%) 4% {0 pp) 33 (2%) 0 pp 36 (6%) 0% (2 pp
Beanssmall rechfizuRidriedshelledwhether or not skinned or split 1 (78%) 2% {0 pp) 6 (14%) 0 pp 3 (2%) 6% {3 pp)
Note: Thetablel i sts products of the sector that are among the 10% e a sording tothé¢ globat diversifibatiog ranke* Appliethtariffisount r y 6 s

0% for all products in this table.
Cereals

Kenya has the right geographic conditions to grow cereals. According to the FAO, Kenya harvested 65,402 tons of barley, 328,637 tons of wheat and 3.1
million tons of maize in 2014. This positions the country well to produce cereal-based foods and beverages. Kenya has significant potential to export malt
beer, especially to the regional market, but also to other large importers, like the United States. Other processed products that could generate future export

earnings include cereal flour and uncooked pasta.
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Table 38: Ke n y axparteceproducts with potential: Cereals

i China EU East Africa
Total X potentia ) _ _
Product (US$ thousandjx potential (US$ unuse@ X potential (US$ unuse(_:l X potential (US$ unusec_i
thousand) potential [thousand) potential |thousand) potential
Beer made from malt 3218 4808 1009 31724 85% 20 549™ 31%
Wheat bran, sharps and other residues, pelleted or not 340 32® 1009 541@ 1009 109@ 1009
Vodka 172 5@ 1009 1938 93% 320 22%
Maize (corn) flour 129 1® 1009 41@ 82% 11698 93%
Fonio, quinoa, triticale and other unmilled cereals 126 10 O%l 4939 1009 181™ 24%
Note: The table lists products with a total export potential of more than US$ 1 million.
Table 39: K e n y aefated products for export diversification: Cereals
China EU East Africa
Product Market imports (US  Applied tariff ang Market imports (US  Tariff Market imports (US Applied tariff ang
million) and growtt tariff adv. million) and growtt  adv.* million) and growttr tariff adv.
Wheat or meslin flour 13 (37%) 65% @ pp) 1016 (9%) 0 pp 523 (9%) 2% (3 pp
Rice, broken 105 (49% 65% 33 pp) 275 (2%) 5 pp 99 (2%) 3% (0 pp
Rice, sermilled or wholly milled, whether or not polished 772 (36%; 65% €6 pp) 1766 (5%) 5 pp 1307 (7%) 7% (2 pp
Uncooked pasta, not stuffed or otherwise prepared, nes 14 (30%) 15% 4L pp) 1487 (5%) 1pp 200 (19% 12%{ pp)
Cereal groats and meal nes 0 (39%) 8% {1 pp) 26 (14%) 1pp 4 (1%) 6% {5 pp)
Note: Thetabl e | i sts products of the sector that ar e a mupplycaphchies, sdrtedaccerdirg io¢hs global diversifieation hankg*iAppked tarifflfe count r y
0% for all products in this table.
Coffee and tea

Black tea is still the I eading foreign exchange e ailahogUS$ 2.Inbillishe Moyedhédns90% of ldackr t b a s k ¢

tea is exported in bulk form, thus in packages exceeding 3 kg. Most of these exports go to Arab countries and the Middle East, Eastern Europe and Central
Asia, and the United Kingdom. In many major export markets, there is still some room for growth. Kenya, however, may also venture into so far relatively
unexplored markets, like the United States, where another US$ 90 million of exports could be realized.

The Agricultural Sector Development Plan sees large, untapped potential in value-added tea and coffee products. The Industrial Transformation Programme

also estimates that smaller-packaged and branded tea would generate a 50%i 100% price premium, thereby creating 10,000 jobs. Currently, Kenya produces

smaller packaged tea and tea essences on a significant scale, but t he potentials for growing these productsod e
advantages. Particularlyf or t ea essences, Kenyads competiti ve ajerdnpaters often Sourcetfrbnemearhy suppsiersr ai ned
(e.g. the United States from Canada, Mexico from the United States and the Netherlands from Ireland). Like Ethiopia, Kenya has so far failed to establish itself

as a major supplier of roasted or decaffeinated coffee.
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Table 40: K e n y axparteceproducts with potential: Coffee and tea

) China EU East Africa
Total X potential
Product (US$ thousand]X potential (US$ unused  |X potential (US$ unused |X potential (US$ unused
thousand) potential |thousand) potential |thousand) potential
Black tea (fermented) and partly fermented tea in packages > 3 k@ 061 48|4 6 226™ 38% _Sl 59% 103 90T™ 35%
Coffee, not roasted, not decaffeinated 299 724 4580 4%- 184 206™ 32% 7 9958 84%
Tea or mat® extracts, essencesi0O3doncent rdades 0%n d pr AP at 5084ns t h é 3038 86%
Black tea (fermented) and partly fermentd tea in 3@dkgigés 6 594 31l 79% 1 498D 50% 1 088 72%
Green tea (not fermented) in packages exceeding 3 kg 3219 100 0% 837 50% 142@ 93%
Coffee husks and skins, coffee substitutes 1119 00 0% 69 68% 876@ 96%

Note: The table lists products with a total export potential of more than US$ 1 million.
Floriculture

Kenya has exported flowers since the 1990s after foreign investment infused new technologies, quality upgrades and infrastructural improvements. Today, the
sector is composed of a few large players and heavily concentrated on the exports of roses. The sector has a traditional focus on the European market, but
existing potentials are nearly exhausted. Additional exports may be realized in the US market, where Kenya also enjoys duty-free access. In contrast to cut
flowers, cuttings and slips still have unexploited potentials, in the EU and in the regional market alike.

Table 41: Ke n y axparteceproducts with potential: Floriculture

) China EU East Africa
Product Total X potenth X ) _ _
(US$ thousand] potential (US$ unused |X potential (US$ unused |X potential (US$ unused
thousand) potential [thousand) potential |thousand) potential
Cut flowers and flower buds for bouquets, fresh 491 990 312 9% o088 70%
Cuttings and slips, unrooted 110 85p 503 60% 3 375# 67%
Cut flowers and flower byds forMd784ouquet 350 r |nament3d55<3pu30%osesé 1108 80%
Foliage, branche, etc. 313 6 2 653 89% 5 37%
Plants live, nes 169 15@ 1019™ 39% 95 48%

Note: The table lists products with a total export potential of more than US$ 1 million.

47



EXPORT POTENTIAL OF ETHIOPIA, KENYA, MOZAMBIQUE AND ZAMBIA

Sugar-related products

Kenya is a sugar-producing country, but, according to the Agricultural Sector Development Programme, supply currently does not meet local demand, turning
the country into a n e t i mporter of raw sugar <cane. Hi gh pr odu c3 Necertheless, Kd¢nga has eucapssfullp n  t he
established itself as a regional supplier of sugar-based gums and confectionary.

Table 42: K e n y axparteceproducts with potential: Sugar-related products

) China EU East Africa
Total X potentia| ) ) )
Product (US$ thousand X potential (US$ unused  |X potential (US$ unused |X potential (US$ unused
thousand) potential [thousand) potential [thousand) potential
Chewing gum containing sugar, except medicinal 175 768 388 1009 1 3598 99% 164 6349 83%
Sugar confectionery nes (incl .11880i te chedabllol a9 |), notl29%M n t1@0AN i N g CBT408 4%

Note: The table lists products with a total export potential of more than US$ 1 million.
Other vegetable-based products

Kenya has potential in a number of other vegetable-based products, including sowing seeds, spices and natural ingredients into pharmaceuticals. A few of
these products are fully transformed, like sauces and non-alcoholic bever ages, thus fitting squar elisygrd-pmotessingKeny ads
industries.

3% Hence, even though our methodology has identified sugar cane and cane molasses as feasible diversification opportunities, we have refrained from listing these products here, as they are
currently imported and even higher production levels will hardly lead to exports.
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Table 43: Ke n y axparteceproducts with potential: Other vegetable-based products

) China EU East Africa
Total X potentia|
Product (US$ thousand X potential (US$ unused  |X potential (US$ unused |X potential (US$ unused
thousand) potential |thousand) potential [thousand) potential
Seeds, vegetable, nes for sowing 25 Olﬂ 2780 51% _Oﬂ 69% 70483 52%
Spices nes 12 769 26® 99% . 1115M™ 319% 8 457 63%
Other medicinal plants 891 2790  10%{ 3039  47% 3008  95%
Sauces and preparations nes an@7% i xed cdoldi GO s and 65 x e @7%s é 1863™ 25%
Vegetable saps and extracts nes 220 160 0%l 3210 19% 811@® 99%
Non-alcoholic beverages nes, excl. fruit or veqg. juices of HS 20.09 2 18 10@ 1009 409 1009 8360 18%
Natural gums, resins, gum-resins and balsam, except afabic gum 176 210 O%I 3700 444 158 65%
Cloves 132 4@ 1009 217@ 92% 14 52%
Peppers of the genus Caps 128 b 7318 24% 7@ 94%

Note: The table lists products with a total export potential of more than US$ 1 million.

Challenges to realize additional exports in vegetable-based products:3*

1 Low-quality agricultural inputs,

Low absorption of modern technology,

Limited access to affordable credit,

Reduced agriculture extension service,

Low and declining soil fertility,

Inappropriate legal and regulatory framework,

Multiple taxes and incoherent land policy,

= =4 =4 4 A -4 -4 A -2 -2

Inadequate marketing.

Land availability: viable area can be expanded with irrigation,

34 Agricultural Sector Development Plan and stakeholder interviews.

Low use (high costs) of fertilizers and machinery among small farmers,

Pre- and post-harvest crop losses (due to pests, and inadequate handling and storage facilities),
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4.2.3. Cotton and textiles

Thanks to the African Growth and Opportunity Act (AGOA), Kenyad sxpatp to the dnited
States have surged from US$ 69 million in 2001 to US$ 379 million in 2014. Today, the United States
is Kenyads onl y Yeétmgddemand dand favaurakletariff conditions turn the EU into
an equally attractive destination for exports. Total unrealized EXPORT POTENTIAL of apparel to the
EU augment to almost US$ 139 million (knitted and not knitted together).

The interviewed experts from ACTIF confirmed that market diversification is important. They also
suggested considering synthetic or mixed fabricsas possi bi | i t i e spraduct offering.e
Results shown below indeed list synthetic fabrics as a feasible product for diversification, with good
chances of export success in world markets. Currently, however, Kenya is a net importer of
manmade staple fibres. To realize additional exports, a number of supply-side constraints should be
addressed. Particularly problemat i ¢ seems to be Kenyaods | Keryddis
apparel and textile strategy, therefore, identifies two niches that are less exposed to price
competition: (i) Environmentally and socially conscious European and US consumers, and (ii) Smaller
batch buyers that require premium products.

Table 44: K e n y axparteceproducts with potential: Cotton and textiles

Sector info*

Yes

26% (-5%)

26% (30%)

63% (90%)

60% (2%)

nSghareCoBe%(pto rtin%ﬁémr%:a et ]Tgol/o (/40/e°)n e€ss.
* World Bank enterprise survey (2013). Sample size = 38 (10)

firms of IMRaInQI f aed tuo re  Kdahufadtueexof
wearing apparel; dressing and dyeing of furd ) .

National export priority?
Employment growth:*
Female labour participation:*

' Psroimfné(nce }gfesﬂ/lésa* 0s

Foreign direct investment:*

) China EU East Africa
Product Total X potentia X _ _ )
(US$ thousand potential (US$ unused |X potential (US$ unused [X potential (US$ unused
thousand) potential |thousand) potential |thousand) potential
Articles of apparel, accessories, not knit or crochet 157 97p 357@ 80% _ 97% 8 996 72%
Articles of apparel, accessories, knit or crochet 153 808 201@ 88% _93 98% 9 206 78%
Coconut, abaca, ramie and ot he205 egetab%éﬁ}fil@%.s, r 6690 pr&8Yesseé 11168 89%
Other made textile articles, sets, worn clothing, etc. 14 01 19@ 96‘V| 2 3628 93% 8 687D 419%
Wig, eyebrow, eyelash, etc. 1101 4 5394 11168 98%4 6 580 69%
Wool, not carded or combed 6 20 2248 97% 327 73% 19@ 999
Jute and other textile bast fi bb819s (notlZS:Dax,O%krue h S50, 78dni e) , r2al@, &4%
Twine, cordge and cable, with rubber or plastic 101 b b 848 96% 7220p 57%

Note: The table lists products with a total export potential of more than US$ 1 million.
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Table 45: K e n y aefated products for export diversification: Cotton and textiles

China EU East Africa
Product Market imports (US Applied tariff ang Market imports (US  Tariff | Market imports (US Applied tariff ang
million) and growtf tariff adv. million) and growtt  adv.*| million) and growtt tariff adv.
Cotton, not carded or combed 7843 {3%) 20% (0 pp 485 (0%) 0 pp 96 (2%) 7% {6 pp)
Yarn of jute or of other textile bast fibres.&hdo 50 (42%) 6% {6 pp) 46 (14%) 0 pp 4 (16%) 1% (8 pp
Cotton yarn (not sewing thr8a#) or more cotton,fagetail 3778 (20% 5% {2 pp) 1862 {1%) 1pp 37 (4%) 14% 47 pp)
Carpetaindtexilefloor coerirg, wovemot tuftedrflocked 47 (21%) 11% 41 pp) 1377 (2%) 1pp 43 (8%) 16% (4 pp
Carpets and other textile ¢maaringnotted 14 (18%) 14% 4 pp) 523 £%) 3pp 22 (2%) 6% (1 pp
Woven cotton fabrics, 85% or more cotton, weight less tAan 200 g 331 {1%) 10% 7 pp) 2796 {1%) 4 pp 381 (9%) 13% (11 pp
Yarn of synth staple fibo¢ for retail sale 152(-3%) 5% {2 pp) 1308 {0%) 1pp 84 (8%) 11% (2 pp
Cotton yarn (not sewing thriesd)than 85é6tton, ndorretail 206 (13%. 5% {3 pp) 165 (4%) 1pp 10 (2%) 17% (2 pp
Yarn of aiitifalstaple fibr@ot for retail sale 35 {14%) 5% {2 pp) 475(-3%) 1pp 5 ¢11%) 16% @ pp)
Woven fab of skiaticstapé fitre (<85% of suéibrg, mixed with cotton)( 65 (8%) 11% @ pp) 418 2%) 1pp 137 (5%) 16% (8 pp
Woven fab of cottlass than 85%ixed with manmade fibre, weight > 148 (3%) 7% €2 pp) 553 (5%) 2 pp 30 (12%) 14% (6 pp
Woven fab of shaticstapé fitre (>85% of sudibrg, mixedvith cotton (w 69 (3%) 15% 7 pp) 477 (2%) 3pp 65 (2%) 13% (6 pp
Fine or coarse animal hair, not carded or combed 88 (10%) 9% {0 pp) 259(-0%) 0 pp 6 (0%) 0% (0 pp
Woven cotton fabrics, 85% or more wettghimore thaf00 g/th 443 0%) 10% 10 pp) 1451 (1%) 1pp 103 (0%) 19% {11 pp)
Terry towelling 7 2%) 12% (0 pp 56 (1%) 1pp 4 (4%) 14% {1 pp)
Woven fabrics of jutefasther tékebast fibres of hd 68.03 2 (4%) 10% {7 pp) 50 (3%) 3pp 11 ¢16%) 1% (11 pp
Woven fabrics of artificial staple fibres 73 (8%) 12% 0 pp) 647 (6%) 6 pp 71 (17%) 11% (12 pp
Artificial filam yarn, not péougsale 68 (6%) 5%(0 pp) 334 (2%) 0 pp 3 (6%) 0% (1 pp
Yarn of other vegetable textile fibres; paper yarn 3 (0%) 6% {0 pp) 25 (1%) 1lpp 1 (2%) 3% (0 pp
Wool, not carded or combed 2496 (4%) 38% (0 pp. 839 (2%) 0 pp 10 (14%) 0% {0 pp)
Woohkndfine or coarse animal hair, carded or combed 122 (2%) 5% {1 pp) 1210 (4%) 1pp 4 (12%) 0% (0 pp
Woven fabrics of synthetic staple fibres, nes 128 {3%) 12% (0 pp 861 (2%) 0 pp 90 (4%) 20% 3 pp)
Silk yarn (other than yarn spun from silk waste) 3(-1%) 6% {1 pp) 161 (10% 1pp 0 (23%) 0% {0 pp)
Woven pilendchenille fabrics 49 (1%) 10%-0 pp) 857 {0%) 3pp 37 (0%) 11% (10 pp
Woven cotton fabrics, less than 85%roteatvjith manmadibres w 111 6%) 10% 3 pp) 479 (0%) 2 pp 36(6%) 21% 3 pp)
Flax yarn 5 (11%) 5% {1 pp) 218 (5%) Opp 0 €17%) 0% {0 pp)
Synthetic staple fibres, carded, combed 26 (9%) 5% {0 pp) 62 (0%) 0 pp 5 5%) 0% (0 pp
Cotton waste (including yarn waste and garneted stock) 89 (20%) 10% 6 pp) 261(2%) 0 pp 2 (22%) 0% (2 pp
Yarn of coarse animal hair or of horsehair 0 (31%) 6% {3 pp) 3 (9%) 0 pp 0 (45%) 1% (O pp
Flax, raw or procesdmd not spun; flax tow and waste 302 (12%. 1% (0 pp 189 (7%) 0 pp 2 (1%) 4% (0 pp
True hemp, raprocessed, not spun; tow and waste of true hemp 0 €35%) 6% (0 pp 7 (5%) 0 pp 0 (2%) 0% (0 pp
Note: Thetabl e | i sts products of the sector that are among t he 1 @daccerdirgio¢hs global diversifieatian hankg*iAppked tariff Is e
0% for all products in this table.
Challenges to realize additional exports in cotton and textiles:3>
1 High cost of electricity,

35 Kenya Apparel and Textile Industry Diagnosis, Strat e gy and Acti on Pl an, Kenyaodés I ndustrial Transformation Progr amme
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Old equipment,
Labour productivity low compared to wage level,
Slow and ineffective trade logistics,

Lack of vocational and technical training opportunities,

= =4 =4 4 -

Lacking skills beyond basic apparel production.
4.2.4. Wood and wood products

Kenyads wood sector empl oys a&ongtheoextirenvalieechain ant 6sp
therefore, of vital importance to the economy. The export potential analysis finds significant potential
in export paper-based packing containers to the regional market. Other paper- and wood-based
products have lower potentials. Thanks to the | ar ge demand in China a
experience in wood processing and chemicals, the analysis indicates chemical wood pulp as an
interesting diversification opportunity.

Interviewed experts considered furniture as a sector for future export growth. While wood marquetry
indeed comes out as a product with significant export potential, the potential for wooden furniture is
currently minimal (well below US$ 1 million and, therefore, not shown in the table) due to the lack of
international competitiveness. The Ministry of Industrialization and Enterprise Development recently
commissioned a study to definethei ndustrydés challenges and pos
access to timber inputs, the document recommends among others the move to sustainable
forestation along with the relaxation of import constraints in the form of duties and licenses.

Challenges to realize additional exports in furniture:36
1 Constrained input supply: forestry sector unable to meet local demand for timber,
1 Limited labour skills and poor production facilities,
1 Limited access to markets,
1

Limited engagement and collaboration between different stakeholders across the value chain.

36 Furniture Industry in Kenya i Situational Analysis and Strategy.
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Female labour participation:*  53% (16%/17%)
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Table 46: K e n y axparteceproducts with potential: Wood and wood products

) China EU East Africa
Total X potential . i }
Product (US$ thousand X potential (US$ unuseq X potential (US$ unuseq X potential (US$ unuseq
thousand) potential |thousand) potential [thousand) potential
Packing containers, of paper, $ﬂé§aﬁerboard§9.ce999’-ose3\885ldi99%, we é 20216™ 26%
Postcards, printed or illustrated; printed greeting cards 8581 4@ 1009 35618 1009 2 4455 8%
Printed books, brochures, leaflets and similar printed mafter 6 224 48@® 1009 19728 89% 2 109™ 39%
Printed matter nes, including printed pictures and photodraphs 520 74@ 98‘V| 10438 97% 23170 7%
Wood in the rough 379 969 63% 1858 97% 21@® 90%
Unused stamps; cheque forms, banknotes, bond certificates, etc. 358 77@® 1009 o6 709 1 554 75%
(4408 & 4412) Plywood, veéeneeredOlpanel s acld 9D3%mi | ar | go@ n 400%d é 7180 119%
Paper or paperboard labels of all kinds 251 31® 99| 3078 98% 13340 15%
Wood charcoal (including shell or nut charcoal) 234 39® 1009 1167@ 1009 58@ 98%
Wood marquetry and inlaid 214 60 ol 11708 699 580 48%
Basketwor k, wickerwork an 119 10 1894l 711@ 88% 11 44%
Note: The table lists products with a total export potential of more than US$ 1 million.
Table 47: K e n y aefated products for export diversification: Wood and wood products
China EU East Africa
Product Market imports (US Applied tariff Market imports (US ~ Tariff| Market imports (US Applied tariff
million) and growtf and tariff adv million) and growtl  adv.* million) and growtt and tariff adv

Fuel wood; wood in chips or particles; sawdistd wast@ndscrap 1066 (15% 0% (0 pp 3506(9%) Opp 20 (0%) 0% (1 pp
Wood sawaendchipped lengthwise, slargedeled 5597 (16% 0% (0 pp 11056 (1%) Opp 210 (2%) 1% (O pp
Chemical wood pulp, soda or sulphate, other than dissolving g 7747 (T%) 0% (0 pp 11012 2%) Opp 71 (16%) 2% (0 pp
Articles of natural cork 10 (6%) 8% (0 pp 393 (1%) Opp 12 2%) 0% (0 pp
Agglomerated cardarticles of agglomerated cork 23 2%) 8% {0 pp) 471 (0%) Opp 5 (1%) 2% (1 pp
Pulps of other fibrous cellulosic material 81 (4%) 0% (0 pp 422 {1%) Opp 6 €15%) 0% (0 pp
Hoopwood; split poles; jpieketsstakeschipwood 6 (0%) 8% {6 pp) 127 (4%) 0 pp 12 (22%) 2% {0 pp)
Wood wool; wood flour 3 (6%) 8% {5 pp) 40 (8%) Opp 1 ¢10%) 2% (3 pp
Natural cork roughly squaredextangular blocks or strips 2 (5%) 8% (0 pp 33 (15%) Opp 0 (33%) 0% (0 pp
Natural cork, waste cork; crughellated or ground cork 8 (6%) 1% (0 pp 148 (6%) 0 pp 0 (62%) 0% (0 pp
Note: The table lists products of the sector that are amongthe 1 0 % easi est to reach given the countryod6s current suppl pleddadffipsaci ti es,

0% for all products in this table.
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4.2.5. Chemicals and plastics

Kenya has good potential to export a number of chemical and plastic products. For several cosmetic
ingredients or products (soap, washing liquids and petroleum jelly), the regional market offers
substantial opportunities. While the potential to export beauty and hair preparations as well as
washing agents is mostly exhausted, untapped opportunities remain, notably for exports of petroleum
jelly to Rwanda and to the DRC i two markets that are hardly served by Kenyan exporters at the
moment. High export potential also exists for plastic packing goods. While the East African market
seems saturated (Burundi being an exception), EU countries may be targeted for market
diversification.

World Bank data suggests that chemicals have received considerable foreign investment (see box),
for instance, from Germany (Henkel, Beiersdorf). Employment growth between 2011 and 2013 also
indicates that the sector offers opportunities for job creation. These factors may enable Kenya to
further diversify its export offer towards fertilizers, for instance, which have good regional export
potential thanks to growing imports (currently standing at US$ 884 million).
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* World Bank enterprise survey (2013). Sample size = 37 (11)
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Table 48: K e n y axparteceproducts with potential: Chemicals and plastics

i China EU East Africa
Product Total X potential X _ ) )
(US$ thousand potential (US$ unused |X potential (US$ unused [X potential (US$ unused
thousand) potential [thousand) potential [thousand) potential
Soap; organic surface-active preparations for soap use 88 144 181@ 1009 32718 99% 72 230Y 469
Plastic packing goods or |[cl osu®3e stoppewre, SDSP/., CAP08W c BB uUr es 324D10¢ 9%
Footwear nes, outer soles and uppers of rubber or plasjics 47 41 6@ 1009 51698 99% 33 561 58%
Petroleum jelly; mineral waxes and similar products 3020 66@ 1009 4658 85% 26 0298 87%
Organic surface-active washingl9ssbd cl| e arf3@hg QQWloductSZGMd popde p a é 124931 13%
Tableware, kitchenware, toiletery articles, of plastic 931 18@ 909l 21158 95% 24272 5%
Pharmaceutical products 6 86 1898 999l 18738 909 14022 0%
Other furniture and parts thereof 672 168 95%]| 1139 96% 34382 16%
Plates, sheets, film, foil and strip, of plastics, nes 461 132@ 1009 699@ 97% 22710 4%
Beauty, make-up and skin- 353 105@ 1009 5266 92% 10430 10%
Mixtures of..nitrogen, phosphorous or potassium fertlizefs 331 45@ 1009 838 97% 1 905 66%
Vegetable tanning extracts; tannins and their salts 233 1408  100% 377 449 252¢ 1009
Organic surface-active agents, washing and clean prep 228 47@ 1009 2638 99% 1040 33%
Hair preparations 203 7® 1009 3598 949 7580 15%
Insecticides, fungicides, herbicides packaged for retail sale 189 278® 1009 2598 8694 8060 2%
Essential oils; resinoids; terpenic by-products, efc. 181 26® 98%] 653 60% 82 70%
Saturated acyclic monocarboxylic acids and their derivafives 176 21® 1009 312@ 1009 601 7%
Baths, shower-baths, wash-basins, bidet etc. of plastic 147 8® 1009 293@ 1009 7010 16%
Colouring matter of vegetable or animal origin 144 27@® 100w 540 6694 34 69%
Polyacetal, of polyether,| epoxild resin,o5ollg0ar bona#0c@® €608 , in [AI6M™é 22%
Other plates, sheets, film, foil, tape, strip of plastics etc. 115 27@® 1009 3078 88% 3230 1%

Note: The table lists products with a total export potential of more than US$ 1 million.
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Table 49: K e n y aefated products for export diversification: Chemicals and plastics

China EU East Africa

Product Markeimports (US$ Applied tarifff Market imports (US  Tariff Ul\é;rke_ltl_lmports Applied tariff

million) and growtt and tariff adv] million) and growtt  adv.* ( mi ;gma " and tariff adv

Natural rubbéralataguttaperchaetc 7097 {4%) 7% (0 pp 5362 {§8%) 0 pp 204 {10%) 0% (0 pp
Mineral or chemical fertilizers, phosphatic 14 (9%) 1% (0 pp 418 {0%) 0 pp 35 (10%) 0% {0 pp)
Mixtures afitrogen, phosphorous or potassium fertilizers 838 (3% 50% (0 pp 4687 (6%) 2pp 646 (4%) 1% {0 pp)
Compounded rubheryulcaniseith primary forms 3664 {0%) 8% {8 pp) 3696 (3%) Opp 28 (34%) 6% {4 pp)
Matches gflyrotechnarticles of hd r86.04 0 (37%) 6% {4 pp) 60 ¢1%) 2 pp 45 (1%) 9% (7 pp
Acyclic alcohols and their derivatives 12151 (1%) 6% 2 pp) 9440 (4%) 2pp 185 (5%)) 1% {0 pp)
Mineral or chemical fertilizers, nitrogenous 26 (15%) 4% (0 pp 7562 (6%) 1lpp 884 (9%) 1% {0 pp)
Binders for foundmpuld®r cores; chemical products and residuals ne 940 (17% 12% 12 pp) 3534 (5%) 1lpp 140 (5%) 8% {0 pp)
Rosimandresin acids, and derivatives; rosiarsgoils; run gums 37 (14%) 10% 6 pp) 1093 (0%) 3pp 16 (6%) 0% (0 pp
Articles of appaagidclothing accessories of vulcanised rubber 90 (15%) 18% 16 pp) 2252 (3%) 2pp 87 (5%) 10% (3 pp
Vegetable alkaloatgitheir salts, ethers, estardother derivatives 30 (10%) 4% {1 pp) 580 (3%) Opp 22 (12%) 1% (0 pp
Turpentine oils; crude dipentene; pate oil 5 (38%) 7% €2 pp) 76 (3%) 2pp 7 (4%) 0% {Opp)
Oxygefiunction amircmmpounds 349 (1%, 7% {0 pp) 7374 (5%) 5pp 82 (7%) 1% (0 pp
Vegetable tanning extracts; teenmikiseir salts 34 (7%) 6% {0 pp) 97 3%) 1pp 3 (4%) 4% (0 pp
Cyclic alcohdsdtheir derivatives 274 (13% 6% {0 pp) 554 (6%) 4 pp 7 (4%) 0% {0 pp)
Heterocyclic compounds with oxygeratetef®) only 294 (12% 6% {0 pp) 2585 %) 1pp 24 (7%) 0% (0 pp
Heterocyclic compounds with nitrogerabt@teraucleic acatwdther derivative 2228 {8%) 9% (0 pp 21407 (4%) Opp 120 (2%) 2% (0 pp
Amindunction compounds 658 £%) 7% (0 pp 4539 (1%) 2pp 29 2%) 1% {0 pp)
Aldehydeyclic polymer of aldehgdeaformaldehyde 145 (5%) 6% (0 pp 807 (5%) 1lpp 13 (5%) 4% (0 pp

Note: The table lists productsoft he sect or that are among the 10% easiest
0% for all products in this table.

4.2.6. Construction materials

Kenya has made use of its high potential to export metal-based products to regional markets.
Carboys, bottles and other glass containers are heavily exported to Uganda; smaller, but unrealized
potentials also exist in the DRC, Rwanda and Zambia, as well as in the United States and France i
two markets that have not been served yet.

Flat-rolled products of iron have been exported to Uganda and other East African markets so far,
leaving limited scope for export expansion. Unrealized potential worth US$ 2.6 million still exists in the
United Republic of Tanzania i a market that is less served so far despite strong demand. Attractive
markets outside the region include India, the United States and Russia, all huge importers of flat-
rolled iron. Market diversification will also become necessary to realize further exports of aluminium
household articles: the regional market is saturated, but the United States could be an interesting new

56

t

(]

reach gi v elmaldiverséicatiow rank.t* Appliédstariifisi r r e n t
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National export priority? Yes
Employment growth: 1% (3%)
Female labour participation: 13% (12%)
Prominence of SMEs: 45% (75%)
Foreign ownership share: 11% (13%)
Share of exporting firms: 13% (7%)

* World Bank enterprise survey (2015). Sample size = 11 (16)
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market, promising additional export revenues of US$ 4.4 million. Competitors in this market would be China and Thailand.

According to the interviewees, the local construction boom will support the further development of the sector. In line with that, Ke ny a 6 s

Vi afmis ton

develop the local steel industry in order to become independent of imported raw materials. A first step is a South Korean investment for the construction of a
steel mill. The export potential assessment methodology has also identified steel-based products as feasible options for export diversification. Besides the
local market, the EU imports, for instance, angles and shapes worth US$ 5.7 million.

Table 50: K e n y axpartecproducts with potential: Construction materials

. China EU East Africa
Total X potentia| . ) )
Product (US$ thousand X potential (US$ unused |X potential (US$ unused |X potential (US$ unused
thousand) potential |thousand) potential [thousand) potential
Carboy, botlle and other container of glass 37512 80@® 9994 36408 1009 24 773 229
Flat-rolled prod. of iron 37 481 0@ 1009 4 0848 99% 20 995™ 21%
Aluminum table, kitchen, household articles 34 432 260  94%l 4721 779 20 6260 6%
Aluminum plates, sheets and strip, of a thickness exceeding 0.2mm 9 844 73@ 97°/| 14358 1009 45110 19%
Aluminum bars, rods and profiles 3139 12&® 1009 3408 1009 2 0690 8%
Unwrought lead 1844 13D 45% | 777® 97% oe 1009
Iron and steel reservaoirs, tanks, vats (capacity > 300 ) 1697 o@® 1009 1128 99% 10460 11%
Nails, staples and similar articles, iron and steel 1332 2® 1009 127@ 1009 7065 3%
Structures (rods, angle, plates) of iron and steel nes 1 31( 779 97% 94@ 97% 7720 5%
Note: The table lists products with a total export potential of more than US$ 1 million.
Table 51: K e n y aefated products for export diversification: Construction materials
China EU East Africa
Product Market imports (US Applied tarifff ~ Market imports (US  Tariff| Market imports (US Applied tariff
million) and growtt and tariff adv million) and growtt  adv.*| million) and growtt  and tariff adv

Ferrealloys 3522 (1%) 0% (0 pp 10750 {1%) 0 pp 210(12%) 1% {1 pp)
Unrefined copper; copper anodes for electrolytic refining 3666 (9%) 0% (0 pp 2831 {0%) 0 pp 5 (31%) 2% (0 pp
Barsandrods of iron/naiis, nfw than forged, hr, hebktiatded 136 {8%) 3% {1 pp) 5866 (1%) 0 pp 559 (5%) 15% (4p)
Nickel mattajckel oxide sinters 913 {4%) 0% (0 pp 1278 £6%) Opp 44 24%) 0% (0 pp
Refined copper and copper alloys, unwrought 24171 (1%) 0% (0 pp 15622 {3%) Opp 131 (5%) 0% (0 pp
Unwrought tin 346 {8%) 3% {2 pp) 1420 3%) Opp 32(-5%) 0% (0 pp
Unwrougfgluminium 821 {1%) 3% {0 pp) 20314 (1%) 1pp 149 {3%) 0% (0 pp
Pig iron and spiegeleisen in pigs 285 {33%) 1% (0 pp 1779 (2%) 1pp 2 (4%) 2% {1 pp)
Angles, shapes and sections of ironalloysteel 191 (3%) 6%(-0 pp) 5704 (2%) Opp 264 (2%) 3% (0 pp
Unwrought nickel 2290 {12%) 1% (0 pp 6656 (3%) Opp 24 (12%) 0% (0 pp
Cobalt mattesdother products and articles of cobahdsteindscrap 595 (0%) 3% {0 pp) 787 0%) Opp 6 (40%) 0% (0 pp
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Workd monumentatbuilding storsndart;mosaic cubgranules 89 (6%) 19% {1 pp) 2422 Q%) 0 pp 115 (8%) 19% (4 pp
Iron and negloy steel in ingots or other primary forms, nes 25 (12%) 2% (0 pp 246 (11%, 0 pp 9 (17%) 3% {1 pp)
Ferrous prodbt by dir reductn of iron ore (minimum pure irpn of 99 294 {24%) 1% {0 pp) 755 (0%) 0 pp 4 (24%) 7% (0 pp
Antimony and articles thereof, including waste and scrap 2 (21%) 4% {0 pp) 126 {3%) 4 pp 2 2%) 0% (0 pp
Copper mattes; cement cqppecipitated copper) 252 {17%) 1% {0 pp) 166 {17%) 0 pp 1 (53%) 0% (0 pp
Lead plates, sheets, strip and foil; lead powders and flakes 5 (0%) 6% {0 pp) 200 (4%) 0 pp 10 (19%) 6% (1 pp
Glass enwgperandpts, for electric lampathodeaytubesetc 93 (8%) 9% {2 pp) 81 (4%) 1lpp 5 €1%) 1% (1 pp
Barsandrods hotrolledin irreqularly wound cofigther allpsgteel 174 (5%) 3% (0 pp 1351 (1%) 0 pp 46 (40%) 1% (2 pp

Note: The table lists products of the sector that are amongt he 10% easi est to reach given
0% for all products in this table.

4.2.7. Miscellaneous manufactured articles

Similar to metal-based products, manufactured articles are mostly sold to neighbouring countries in
East Africa. The United States, however, could be an interesting option for market diversification of
ballpoint pen exports. The huge demand of US$ 582 million is currently satisfied by imports from
China, Japan and the United Mexican States.

The situation of insulated wire and cable is different: the high potentials in the regional market have
not yet been exhausted. Current exports to Uganda of US$ 2.4 million do not even account for half of
Kenyads pot ent ilathe United Repullit of remzarkagKenya has so far only exhausted
17% of the existing US$ 3.8 million potential.

Challenges to realize additional exports in manufactured articles:3”
1 Limited talent pool for engineers,

1 High cost of capital is discouraging investment.

37 Kenya Industrial Transformation Programme.
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Table 52: K e n y axpartecproducts with potential: Miscellaneous manufactured articles

) China EU East Africa
Total X potentia|
Product (US$ thousand X potential (US$ unused  |X potential (US$ unused |X potential (US$ unused
thousand) potential |thousand) potential [thousand) potential
Ballpoint pencil; markers and writing instr. (other than H$ 96.09) 22 155 4080 34328 1009 12 160™ 30%
Insulated wire or cable 18 236 499 731® 99% 13 991 64%
Avrticles for funfair, table or parlour games and auto bowling alley e... 6 584 12@ 2 868D 58% 1354 77%
Matiress supports; mattresses, quilts, etc 651 27@® 921@ 1009 34280 12%
Prefabricated buildings 2 64 o8 220 1009 1511 37%
Imitation jewellery 255 6 1 090 35% 141 62%
Fishing rods, fish-hooks; fishing nets; decoy birds 223 o8 977 60% 111y 66%
Machinery part (HS 84.25 to 84.30) 187 398 2208  68% 6670  58%
Automatic data processing machines; optical reader, etc 151 7@ 708 72% 450 2%
El ectro-medical apparatus| (el edR220-car didolyr a9s Is i nf 5Gv@r e8%r ay ap 4500 119%
Telephone sets (excl. line tel dgdBone set4d ar®%|other4]&5®icbl%and i mée6o 0%
Lamps and lighting fitings nes; signs, nameplates illuminated 119 38 3068 98% 4480 9%
Electric motors and generators (excluding generating sefts) 110 14@ 2670 6094 3600 59%

Note: The table lists products with a total export potential of more than US$ 1 million.
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